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REPORT OF GERMAN STUDY MISSION 


I. InrRopucTION 


This is the report of a special subcommittee of the Committee on 
Foreign Affairs which went to Germany in November 1951 to make a 
study of conditions in that country. The subcommittee included the 
following members: The Honorable Clement J. Zablocki, Wisconsin, 
chairman; the Honorable A. S. J. Carnahan, Missouri; the Honorable 
Brooks Hays s, Arkansas; the Honorable Edna F. Kelly, New York; 
the Honorable Chester E. Me srrow, New Hampshire; and the Honorable 
Jacob K. Javits, New York. 

A preliminary study in the United States which included conferences 
with United States officials responsible for German affairs was followed 
by an on-the-spot survey. The subcommittee left the United States 
on November 8, 1951, and finished its work in Germany on November 
23. For most of the members it was the second or third inquiry in 
Germany within the last 5 years. In addition, the committee covered 
all of West Germany from Hamburg to Munich with stops at Frank- 
furt, Dusseldorf, Essen, Berlin, Bonn, and Cologne. The subcom- 
mittee spent relatively little time with United States authorities; 
it spent most of its time with officials of the West German state 
and municipal governments, officials of the German Federal Govern- 
ment, trade-union leaders, journalists, businessmen, youth leaders, 
religious leaders, women leaders, workers, and citizens, as well as in 
direct physical observation in plants and ports, and in city and 
country. Furthermore, the subcommittee adopted a procedure 
equivalent to informal hearings which gave the opportunity for 
broad cross section of the community to meet with and ‘‘testify’’ in 
private sessions. ‘The subcommittee utilized its time in Germany to 
the full, work per day averaging 12 to 14 hours, including Sundays. 
A total of 212 persons were interviewed. There has been a following- 
up of additional points and checking of findings since the group 
returned to Washington. 

The United States has spent over $33 billion since the war on foreign 
aid and $7.5 billion more are being spent this year. Included in 
this amount, approximately $3.5 billion has been given to Germany. 
In addition, the Berlin airlift cost the United States an estimated 
$215.9 million. Part of the job of the Committee on Foreign Affairs 
is to see whether the spending of this money is resulting in the attain- 
ment of our objectives. The subcommittee was sent to Germany 
to examine all phases of our efforts in connection with democratization 
of Germany, the degree to which Germany is ready to assume an 
honorable place in the community of nations, and the contribution 
which the German Federal Republic can make to the defense of 
Europe. 

The report of the subcommittee is presented under the following 
headings: 

Germ any Today 

Germany and Europe 

Germany and United States Security 
Findings 
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Il. Germany Topay 
Covernment 

The Federal Republic of Germany includes the parts of Germany in 
the United States, British, and French zones of occupation. Ger- 
many was originally divided into four occupation zones. As the 
first step toward the unification of Germany the Western Allies 
merged their zones and encouraged the Germans to establish a gov- 
ernment for this area. The Russians have established a puppet 
government in their zone which goes under the name of the German 
Democratic Republic. 

Berlin occupies a special status in the middle of the Russian occupa- 
tion zone. The west sector of Berlin is occupied by the United States, 
United Kingdom, and France; the east sector by Russia alone. The 
municipal government of Berlin is in two parts, one for the west 
sector under Mayor Ernst Reuter, famous for his anti-Communist 
leadership, and one for the east sector. Berlin is not legally included 
within the German Federal Republic, but the relationship between 
the two is much closer than formal. 

The German Federal Republic has a bicameral legislature and 11 
state governments. The government is decentralized with each 
state controlling its local affairs—there is no Federal ministry of 
education, for example. Although there is a Federal President, 
Theodor Heuss, the real head of the government is the Chancellor, 
Konrad Adenauer. It is the hope of the Allied occupation powers 
that a united Germany, including West Germany, East Germany, 
and Berlin will evolve as a republic to take its place in the community 
of nations. Only Soviet Russia blocks this hope. 

The German Federal Government was set up in the fall of 1949. 
It has general governmental responsibility throughout the territory 
described above except for certain matters specifically reserved by 
the Allied Powers. These reserved powers and relations with the 
German Federal Government on the part of the United States, the 
United Kingdom, and France are in the hands of an Allied commis- 
sion consisting of representatives of each of these countries. These 
reserved powers include: Disarmament and demilitarization, including 
restrictions on industry; the Ruhr; restitution and reparations; decon- 
centration and decartelization; foreign affairs; displaced persons and 
admission of refugees; the protection, prestige, and security of Allied 
forces; foreign trade and foreign exchange; persons in German prisons 
charged or sentenced by courts of occupation authorities; control 
over changes in federal and state constitutions and to repeal and 
annul federal and state legislation; the verification of information and 
statistics; the contingent right to resume full authority if essential to 
security or the preservation of democratic government. 

The seat of the German Government is at Bonn on the banks of the 
Rhine in the British zone, and the High Commission is located there 
also. The United States staff moved to Bonn just prior to the sub- 
committee’s visit in November. 

The Adenauer government holds office with the support of a 
coalition with 208 seats out of a total of 402 in the lower house 
(Bundestag). The composition of the Bundestag is as follows: 
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Government: Seats 
eure Seecormes Umton (CU) 140 
er ee UO CE on eo cnc ndeccbanceccwateece 52 
Cen Ck SOUS ae elt see i teh 16 
208 

Opposition: 

Left: 

Peeebiar et: Cree At sos ee i hs ce SE eae ek 130 
Oe a iN et al, aie hs eae aly es 10 
DT ee ee ecumtnmmecbont 4 
SE SC nn Ne ene 14 
158 

Right: 
EI NC on ee ee neces 8 
wee CAINE te ce i. Le case cand 5 
Speen APM WE Die seo 2 ee orgs ees erie uel 1 
I iis 5 5 ol nn waeawimbiad dedi adtdabed 14 
erm, TIENEN Cs ss mcinmanemmamahinnai 6 
es a mes waa omionmmadind 1 
35 


Chancelor Adenauer leads the CDU Party (Christian Democratic 
Union) which is the largest party in the Parliament. He is 76 years 
old and served as mayor of Cologne from 1917 to 1933. Hewas thrown 
out by the Nazis and has a good record of antinazism. He is a strong 
believer in European integration and works in cooperation with the 
Allied Powers. 

The leader of the second largest party in the Bundestag SPD 
(Socialist) and of the opposition to the Government is Dr. Kurt Schu- 
macher who is 56 years old. He lost an arm while serving in the 
German Army during World War I and spent 10 years in a concen- 
tration camp under Hitler. He has a long record as an active Socialist 
editor, member of the state legislature and of the old Reichstag. 

The SPD maintains that it is stronger in the country than was 
shown by its proportion of votes in the Bundestag and that although 
it might not win a clear majority in new elections, it would have a 
reasonable chance of heading a left-wing coalition. The German con- 
stitution requires that an election be held not later than 1953. The 
only way the present government can be overthrown before that time 
is for the opposition to get parliamentary approval for a new govern- 
ment to supersede the existing one. A mere vote of no confidence 
does not require the resignation of the government as in other Euro- 
pean countries. The recent action of the Bundestag in ratifying the 
Schuman plan by a vote of 232 to 142 indicates that the Adenauer 
government is by no means on its last legs and that the SPD claims 
may be overoptimistic. 

The situation is further complicated by the existence in West Ger- 
many of a substantial number of chronic malcontents. Of these, the 
malcontents among the expellees are particularly important. These 
expellees are both ethnic Germans expelled from countries behind the 
iron curtain and Germans who lived in German provinces east of the 
Oder-Neisse line which provinces are now included within the borders 
of Poland and Russia. The expellees have received citizenship status 
but their reception by the German people has not been uniformly cor- 
dial, and their integration into the economic and social structure has 
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been slow. Because of bomb damage to urban housing, a large pro- 
portion of these people were settled in the rural areas of Schleswig- 
Holstein, Lower Saxony, and Bavaria where employment opportuni- 
ties were limited. They look to a day when conditions will permit 
them to return to their former homes and are not fully reconciled to 
finding a future for themselves in Germany. They include a dis- 
proportionate number of the unemployed. 

In addition, many persons who were formerly in the Nazi Party or 
the old military hierarchy are forming certain organizations, either 
political parties or veterans’ organizations, of a neo-Nazi character. 
They look with favor on movements and leaders which might upset 
the present German government or even the existing constitutional 
order. 

There are 1,200,000 unemployed in West Germany (about one- 
third of these are refugees). Although the level of employment has’ 
risen substantially since the war, there has been continuous unemploy- 
ment presumably because of the continuing influx of people from 
behind the iron curtain. The continuous presence of a substantial 
number of unemployed does not promote political stability. 


Contractual arrangement 


The gradual evolution of Germany’s status to that of a fully inde- 
pendent nation as contemplated when the High Commission was 
established has had to be accelerated and to some extent redirected 
because of the Soviets’ direct and indirect aggression on the free 
peoples. The integration of Germany into a unified Europe has been 
adopted as the means of maintaining the security of Germany and of 
the free world, guarding against future aggression by a reconstructed 
and independent Germany, and assuring that the German people and 
the free world will derive the full benefit from the economic resources 
of West Germany. The Germans feel that they should join in such 
undertakings only as equal partners. 

This has made it desirable for the United States, together with the 
United Kingdom and France, to transform their legal relationship 
with Germany from that of occupying powers to allies. It is impos- 
sible to negotiate a treaty of peace with Germany for several reasons, 
the leading ones being that Germany is divided and that her eastern 
boundary is in dispute. A peace treaty cannot be concluded until a 
final settlement of these matters has been achieved. 

A “‘contractual arrangement” is therefore under negotiation which 
will abolish the occupation statute (it provided for the establishment 
of the Federal Republic of Germany under an Allied High Commission 
in September 1949), liquidate the High Commission and restore to 
Germany full authority in internal and external affairs, subject to 
certain reservations. These reservations cover such matters as pre- 
serving the rights of the United States, the United Kingdom, and 
France in Berlin, our rights in settling Germany’s frontiers and in 
seeing how unification may ultimately occur, and our right to maintain 
troops in Germany and protect their security. 

Chancellor Adenauer met with the Foreign Ministers of France and 
the United Kingdom and with Secretary of State Dean Acheson on 
November 22 in Paris and approved a draft of a general agreement 
embodying the basic principles to govern the contractual arrange- 
ment, subject to final confirmation by their Governments. This 
draft, however, has to be supplemented by a number of related conven- 
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tions giving in detail various aspects of the future relationship between 
Germany and the occupying powers. The general agreement should 
only enter into force in conjunction with the related conventions and 
the establishment of a European defense community. It is the opinion 
of the subcommittee that the question of the Saar and the relationship 
of West Germany to NATO should not be allowed to retard progress 
toward the European defense community. The four Foreign Ministers 
stated that they regarded these agreements ‘‘as essential steps to 
the achievement of their common aim: A unified Germany integrated 
within the Western European community.” 

There is general agreement that this is the next step in developments 
with West Germany. The occupation pattern has been so loosened 
that a new pattern is required. A high United States official empha- 
sized, however, that this new pattern does not mean normal status for 
West Germany. He rather thought the continued presence of United 
States troops and the reserve powers contained in the contractual 
status will enable democracy’s roots to sink more deeply in West 
Germany. As to the date when all these might terminate, he thought 
1955 was as good a date as any. 

Under the contractual arrangements, the cover-all general agree- 
ment will be accompanied by certain subsidiary technical conventions 
covering the following areas of interest: (1) The charter of an arbi- 
tration tribunal to settle disputes arising under the agreements, (2) 
a convention governing the status, rights, etc., of allied forces in the 
Federal Republic, (3) a convention governing the logistic support of 
these forces and the amount and form of the German financial con- 
tribution to the common defense, (4) a convention concerning certain 
limitations on German armament production, and (5) a convention 
disposing of a number of residual problems of the occupation (includ- 
ing, inter alia, decartelization and deconcentration, restitution, repara- 
tions, claims against Germany and a waiver of claims by Germany). 
There were outlined in some detail the arrangements which are to 
be made as to restitution and indemnification. They are in the 
nature of a compromise between what the German Federal Govern- 
ment wants and what those affected feel is just. A major problem 
here is bringing the French and British into greater accord with the 
position of the United States. An opportunity to do this is afforded 
by the negotiations on contract status. 

The United States insists on reserving a position which will permit 
us to step in if our security is threatened by a nondemocratic govern- 
ment coming into power in Germany, as indicated by the following 
statement by an official of the U nited States High Commission in 
response to questions by members of the subcommittee. These 
comments refer to provisions in and interpretations of the contem- 
plated ‘‘contractual arrangement.” 

Answer. We have reserved the right to take what measures are necessary to 
protect the security of our forces, and their security will be involved if there is a 
complete overthrow of the basic democratic concept here. It is under that 
reservation that we feel we have the right to and have made it clear that we will 


take measures in the event they are required to reestablish order, and prevent 
disruption. 

Question. We understand in the United States that applies not only if there 
is an overthrow but also if there is affirmed a regularly elected, a German Gov- 
ernment which is nondemocratic. Is that correct? 

Answer. Yes, we can exercise that right in the event of a disruption of the 
basic constitutional order or a threat thereof. That doesn’t mean we would 
wait until there was an actual revolution. 


93245—52 2 
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Unification 

Let it be clear that the continued division of Germany is the respon- 
sibility of the Soviet Union. It is the Soviet Union which withdrew 
from the four-power arrangements made at Potsdam which provided 
for the administration of all Germany as a unit. When Russia with- 
drew from the four-power control of Germany, it was but another 
step in the whole postwar course of disregarding and tearing up 
solemn agreements. Recently, the U. S. S. R. has proposed unifica- 
tion between the east and west zones in a last ditch attempt to block 
Germany from taking its appropriate place in the European com- 
munity of nations in terms of defense and otherwise. This proposal 
was made by the Soviet puppet government of the Russian zone that 
a meeting be held of representatives of the Federal Republic of 
Germany and of east zone officials to negotiate the steps to be taken 
to bring about the unification of Germany. The Allies—the United 
States, France, and Great Britain—had already shown their intention 
to unite Germany by their fusion of the three zones of occupation in 
West Germany. 

The Soviet proposal was so made as to leave the impression in the 
minds of a large number of West Germans that they had to choose 
between a unified Germany or participation in defense, that a decision 
to join with the free countries of Europe meant that Germany could 
never be unified, while a real effort toward unification required post- 
eee of any action toward joining any organization of Western 

uropean nations. 

Nevertheless, the phony Soviet proposals for unification between 
the east and west zones of Germany appealed to a certain segment of 
the German people and momentarily put the Western Allies on the 
defensive. It was a tricky Soviet propaganda move, challenging to 
the west but not of a nature which would stop the west in seeking the 
integration of West Germany into Western Europe. It indicates 
rather that what is required is even more vigorous leadership by the 
United States and the other Allied Powers to show that a strong, 
united Europe will inevitably result in unification of the west and 
east zones of Germany. Unification under the Soviet proposal would 
merely mean a newer and bigger Soviet satellite and a Soviet salient 
deep in Western Europe. vents have already shown that the 
Moscow-dominated Communist east zone regime has no intention of 
allowing free elections together with the west zone or even letting the 
United Nations look into the question. 

Although the United Nations General Assembly overwhelmingly 
adopted a resolution in favor of exploration by an impartial interna- 
tional commission of the possibilities for holding free elections in the 
Federal Republic, Berlin and in East Germany, the Soviet bloc voted 
against the resolution. Herr Otto Grotewahl, premier of the German 
government of the Soviet zone, and other officials of that government 
have announced that no investigations to carry out the United 
Nations resolution will be allowed in East Germany. The issue has 
been clearly drawn. The East wants negotiations (which can be 
drawn out interminably and used for continuing propaganda). The 
West wants free elections. 

The deceptive Soviet offer of unification in West Germany evoked 
a limited response. Its most convinced opponents are among the 
democratic elements in governmental positions, like Chancellor Ade- 





REPORT ON GERMANY 7 


nauer and Mayor Reuter of Berlin, and among the trade-union leader- 
ship. Except for a number of malcontents among the expellees and 
a group of “‘neutralists,’’ unification has less appeal in Bavaria than 
in other parts of Germany, due to the traditional separatist feeling 
there. Aside from sentiment, unification talk is encouraged by the 
real problems of trade between the west zone which has manufac- 
tures and the east zone which has food and timber. The economic 
attraction is so great that despite considerable efforts to stop it, 
although we were unable to obtain firm evidence on the subject, we 
believe there is still considerable illicit trade in strategic materials 
moving from the west to the east zone resulting in high profits to 
many unscrupulous businessmen. 

The subcommittee recommends that a high priority be given to 
cutting off the flow of strategic items to the iron-curtain area and 
that the authority provided in the Battle Act (Public Law 213, 82d 
Cong.), to withhold United States assistance from countries failing to 
cooperate effectively in the control of east-west trade, should be 
utilized. 

We found another evidence of the disastrous effects of Germany’s 
division in Hamburg, where the business of the port is artificially 
throttled because the normal trade which moved through the port of 
Hamburg up the Elbe River has been cut off by the Russians at the 
edge of the east zone. 

here seemed to be an understanding throughout West Germany 
at the time of the subcommittee’s visit that the Russian offer had not 
been made in good faith as demonstrated by the unwillingness of the 
Soviet to join in guaranteeing free elections. The evidence from 
public-opinion polls and the direct observation of the subcommittee 
clearly indicated that the majority of West Germans, even though 
they regard the unification of Germany as a major issue, would at 
this time prefer integration with Western Europe to a unified Germany 
under Russian dommation. There is a vocal minority who does not 
share this view; they feel that the Russian offer can be used as a means 
of trading with Russia to gain further concessions and that unification 
with a Soviet-dominated Eastern Germany can be tried out without 
necessarily falling under Russian domination. 

This majority of the people of the Federal Republic of Germany 
see no immediate prospect of unification and do not want a phony 
unification. They recognize that the defense program is important. 
Nevertheless, unification is a popular issue. As a consequence the 
introduction of this subject by the Russians with the purpose of de- 
laying a West German defense commitment could make prompt and 
clear-cut legislative action more difficult. 

The following sets forth the position of the German Federal Republic 
on this issue: 


STATEMENT OF GOVERNMENTAL PoLicy BY FEDERAL CHANCELLOR Dr. Konrapb 
ADENAUER IN FepERAL Lower House, SEPTEMBER 27, 1951 


The supreme aim of the policy of the Federal Government is and remains that 
of reestablishing German unity in a free and united Europe. This unity should 
be based on the free decision of the entire German people. 

The Federal Government therefore repeatedly proposed that free, general, equal, 
secret, and direct elections for a constituent national assembly should take place 
in the whole of Germany. This proposal was last made by the Government in 
its declaration of March 9, 1951. t the same time the Federal Government 
defined the indispensable prerequisites for the carrying out of free elections. 
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The Soviet occupation power did not send a reply to any of these proposals 
submitted by the Federal Government. The authorities of the Soviet zone 
rejected these proposals. 

Kerr Grotewohl has now made statements in the Volkskammer on September 
15 which seem to come nearer to the proposals submitted by the Federal Govern- 
ment. The Federal Government has carefully examined these statements. The 
Senate and the Chamber of Deputies of Berlin immediately proposed free elections 
for the whole of Berlin which, unfortunately, were rejected. Herr Grotewohl 
eontinues to insist on consultations concerning all-German elections. What do 
consultations with Communists mean? From many bitter experiences the world 
knows that when representatives of communism talk of consultations they mean 
either dictation or endless delays. It would be a different matter if we had to 
deal with freely elected representatives of the population of the Soviet zone. We 
could at once find agreement with them. 

In order not to leave any stone unturned, the Federal Government will submit 
an election procedure for free all-German elections. This election procedure will 
in its essential points embody the following principles: ! 

1. The electoral area shall constitute one single constituency; each party shall 
submit a list of candidates for the entire electoral area. 

2. Freedom of political activity for preparing and carrying out the election shall 
be guaranteed. 

3. All restrictions in passenger traffic between the occupation zones including 
Greater Berlin will be repealed not later than 3 months prior to the elections. 

4. Absolute personal freedom will be guaranteed throughout the entire electoral 
area to each duly nominated candidate for a seat in the national assembly pending 
its convention. The candidate can neither be arrested, detained, nor be proceeded 
against in the courts, nor subjected to disciplinary action, dismissed from his 
service or employment, nor be otherwise called to account or hindered in his free- 
dom of movement. He must be granted the necessary leave for preparing the 
election... 

5. Prior to, during, and after the election, no one may be arrested, detained, 
proceeded against in the courts, subjected to disciplinary action, dismissed from 
service or employment, nor otherwise called to account because of his political 
attitude. 

6. Public meetings of parties, which have duly submitted lists of their candi- 
dates, shall be permitted unrestrietedly and placed under publie protection. 

7. The distribution of newspapers, periodicals, and other printed matter, which 
are published in any German Land, and the reception of broadcasts must not be 
impaired in the entire electoral area. 

8. The secrecy of the election shall be guaranteed. 

9. Ballots and their envelopes shall be the same for all persons entitled to vote 
and must not bear any marks by which the voter may be identified. The marking 
of the ballot by the voter takes place in a part of the polling station which cannot 
be observed by any other persons. The voter encloses his ballot in an envelope 
and puts it into the ballot box in front of the polling committee. 

10. Renunciation of these provisions is not admissible. Any infringement shall 
invalidate the entire election of the polling district concerned. 

11. The votes shall be counted in public by the polling committee consisting of 
the representatives of different parties. 

12. Preparation and carrying out of the election shall be under international 
protection and international supervision? 

13. In all parts of the electoral area protection shall be uniformly entrusted to 
international supervisory bodies. The German authorities shall have to comply 
with the directions of these supervisory bodies. 

14. The supervisory bodies shall safeguard the rights and liberties of the 
population resulting from these provisions. Every German has the right to 
appeal to the supervisory bodies. 

After this election procedure shall have been passed by the German Bundestag 
and Bundesrat, the Federal Government will transmit it to the United Nations, 
the four occupation powers, and the authorities of the Soviet zone in order to 
obtain their views. In so doing, it will propose that the international supervisory 
bodies be composed of representatives of neutral powers. 

Really free elections, however, are possible only if the prerequisites for the free 
expression of the will of the people are fulfilled in fact in the Soviet zone. So far 





The following 14 points are an abridged and slightly modified version of the so-called Koenigstein draft. 
The clause ‘‘and under international supervision” was not contained in the original Koenigstein draft. 
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the overall situation in the Soviet zone is far removed from that state of freedom. 
The hundreds of refugees who daily cross the zonal border to the west, leaving all 
they have behind them, seeking refuge in the Federal Republic are shocking proof 
of the state of lawlessness and lack of freedom in the Soviet zone. These people 
are driven by harassing insecurity, the fear of the people’s police, of the concentra- 
tion camps, and of forced labor. 

The Federal Republic feels it to be its duty to do everything in order to establish 
clarity and certainty in this field. This can only be done in the face of world public 
opinion by having a neutral international commission under the supervision of the 

nited Nations examine, in the Soviet zone and in the territory of the Federal 
Republic, in how far the existing circumstances permit of free elections taking 
place. The Federal Government will at once apply for such an international 
investigation with respect to the territory of the Federal Republic. It is a matter 
for the authorities of the Soviet zone to do the same. 

The joining together of the territories of the Soviet zone and of the Federal 
Republic will be the first step toward Germany’s reunification. This is of vital 
importance for the German people and for world peace. 


Refugees 
The refugee problem presents serious political and economic diffi- 
culties. There are some 9,500,000 expellees, displaced persons, and 
refugees in West Germany at present out of a total population of 
48,000,000. These include the following groups: 
From former German territories east of Oder-Neisse__._________ . 4, 648, 000 
From Czechoslovakia, Poland, Hungary, and other countries in 
accordance with Potsdam Agreement !____.___________________ 3, 305, 000 


Ween Deven Greil Oe UN Oe. ooo Sch Gal bs ees aean ics 1, 414, 271 
NG IRI ba Ba Mihi sc Kite nck Sh Sngidins aeons “Re ts 61, 300 


Bs Ee eee es ce dea ath swas 9, 428, G7t 


' Conclusion XII of the Potsdam Agreement reads in part: “The Three Governments, having considered 
the question in all its aspects, recognize that the transfer to Germany of German populations, or elements 
thereof remaining in Poland, Czechoslovakia, and Hungary will have to be undertaken.” 


Unemployment among the refugees and expellees exceeds the rate 
of unemployment generally in Germany, constituting 15.4 percent of 
the wage and salary earning labor foree for that group as against 
7.7 percent over all. Their earnings are lower as their job opportuni- 
ties are inferior, and their housing conditions are deplorable. In addi- 
tion, in many areas of the country they are not made welcome, though 
they have been the solution to what would otherwise have been a 
major farm labor shortage. 

Dissidence flourishes among the refugees and expellees; they are 
targets for the drive of the neo-Nazi political parties and the other 
organizations of malcontents. ‘The discontented among them are 
more likely to be affected by Soviet offers of unification with the east 
zone (on Soviet terms of course) as well as any other activities which 
promise to get them back where they came from. Under these cir- 
cumstances it is surprising that among the refugees there has not vet 
developed a chauvinistic movement to reconquer the areas from which 
they have been expelled and that only a relatively small minority are 
lending themselves to neo-Nazi extremists. . 

The 20,000 refugees who come in every month from the east zone 
of Germany are a heavy drain on the German Federal Government, 
and the marked lack of provision for them is considered harmful to 
the west. The United States makes no direct contribution to the 
support of these refugees although since we give financial aid to the 
Federal Republic, they constitute an indirect drain on the United 
States. Representatives of American churches and other voluntary 











10 REPORT ON GERMANY 


agencies are making a substantial contribution through their work 
with German groups in expediting the absorption of these people into 
the German communities. Complaint is made that special treatment 
is afforded to those who come out of the Soviet bloc states, like the 
engineer of the Czech train, but similar consideration is not given to 
East German refugees. 

Of the 20,000 from the east zone, who incidentally include a good 
many east zone police, the German authorities only find about one- 
fifth acceptable for direct assistance in refugee camps as political 
refugees in danger of their lives, and the rest are left to shift for them- 
selves as best they can. Both types of refugees, those from the east 
zone and those from Poland and Czechoslovakia, were interviewed. 
The former were found to be families who could not stand the pres- 
sure in the east zone any more, while the latter were primarily young 
people seeking greater opportunity. 

The expellees and refugees themselves are becoming politically well 
organized and articulate. Especially is this movement strong in 
Bavaria through the BHE (Association of Homeless and Dispossessed) 
where they are an important political force with 20 representatives 
in the Bavarian Lantag and 2 members in the cabinet. Most refugees 
so far have not turned to the extreme rightist groups but instead 
have preferred their own special interest party, the BHE. 

The recent upsurge of the neo-Nazi Socialist Reich Party (SRP) 
in Lower Saxony,. which polled 11 percent of the vote and seated 16 
delegates in the 158-seat state legislature, cannot be attributed to 
any great extent to the refugees, although Lower Saxony has been 
handicapped in postwar years by special economic problems, by 
substantial unemployment in certain regions and by a dispro- 

ortionately heavy concentration of refugees. The SRP did not have 
its greatest gains in those areas with high rates of unemployment; 
nor does it appear that refugees furnished a major contribution to 
the SRP, for the refugee party (BHE), despite certain organizational 
difficulties, showed considerable strength at the polls. 

It is reported that the Association of Expelled Germans just 
organized at Hanover has 10 million members. Political representa- 
tives of the refugees and expellees say that actual figures on unemploy- 
ment among them are 30 percent, with 30 percent on relief, and 
housing grossly inadequate. They do not see any solution in emi- 
gration but believe an investment of 1% to 2 billion DM is needed to 
specially integrate the refugees and expellees into West Germany. 
The attitude of the West German people themselves toward the 
refugees and expellees is influenced by fear that the general living 
standard will be dragged down by expellees willing to work for less. 
The refugee groups focus their attention on their handicaps in getting 
jobs, the inadequacy of their housing and the advocacy of an inter- 
national policy which will make it possible for them some day to 
return to their homes in Eastern Europe. 

The escapees currently coming from behind the iron curtain make it 
necessary for the United States to give serious consideration to certain 
new problems. There was logic and justice in making ey 
responsible for the expellees (Germans from eastern nations sent bac 
to Germany at the end of the war) and of such displaced persons as 
did not wish to return home. 
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The case of the non-German refugees currently fleeing from behind 
the iron curtain, however, presents a different situation with respect 
to the responsibility of providing food, shelter, and the means of liveli- 
hood than the situation of the ethnic German refugees and expellees. 
If the United States and the Allies believe that it is desirable to offer a 
haven to the people behind the iron curtain and to encourage them to 
escape from the Russians whenever they can, the responsibility of 
caring for them afterward is not exclusively a German one. The 
Germans feel that taking care of people escaping from the iron curtain 
area is a service which they are rendering which benefits the free 
nations of the world. If they perform this service for the common 
good, they regard this as the same type of expenditure as a contribu- 
tion to European defense. The more they spend on refugees the less 
they feel that they can and should spend for defense. The United 
States has already made important contributions toward meeting this 
problem. An intensive study of this entire matter should be made by 
the appropriate committees of Congress. 


Berlin 


We found Berlin the most inspiring area in West Germany con- 
sidered in prodemocratic terms. The leadership of Mayor Ernst 
Reuter and the support given by the United States and the other 
Allies to the Berlin airlift made the people feel they had fought and 
won a great battle and that they would win the victory over com- 
munism. 

Berlin has also attained great symbolic value in the cold war. The 
determination of the people of the city to resist aggression and the 
readiness and effectiveness of the west in coming to their aid has 
given encouragement to people throughout the free world. 

The recovery of the west sectors of Berlin is impressive and is in 
marked contrast to the situation in the Russian sector of the city. 
While ruins and rubble are still evident throughout the west sectors, 
there is evidence on every hand of rebuilding and of vigorous com- 
mercial activity, partic ‘ularly in retailing. Kurfurstendam, the main 
shopping street, is lined with modern shops, some of wnich cater to 
the highest class luxury trade. At night this street is ablaze with 
neon signs in a manner comparable to the major capitals of Europe. 

The subcommittee made an extensive tour of the Russian sector of 
Berlin on a Sunday afternoon. Members of the group who had last 
seen Berlin in 1947 found that the Soviet sector still looked as the 
west sector did at that time with little evidence of reconstruction. 
The principal change appeared to be a few new government buildings, 
some housing for party and government officials and a widespread 
display of banners and slogans emphasizing freedom, denouncing the 
United States and advocating friendship, peace, and democracy. 

The subcommittee had requested and attempted to obtain Soviet 
clearances to go from Berlin to the Soviet zone of Germany. It was 
intended to stop at Dresden and Leipzig. All necessary and pertinent 
details as to the names of the individuals and identifying data, 
vehicles (makes, types, and license numbers), drivers, even the names 
and identification of alternate drivers were supplied. Repeated 
attempts were made by the Chief of HICOG Protocol Division (Berlin 
office) to get permission or denial. But in typical Soviet fashion, we 
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were neither denied admission nor permitted entry, getting only a 
fancy run-around. 

From August 5 to 19, 1951, the Russians held in Berlin a Communist 
youth rally with the slogan oY outh unite in the struggle for peace 
against the dangers of a new war.” The gathering was attended by 
1,500,000 young people. 

The West Berlin authorities promptly went into action to meet this 
situation. A West Berlin-wide feeding program was inaugurated at 
50 youth centers to provide hot meals as well as simple refreshments 
for the visiting youth. American authorities made available 414,690 
portions from its school feeding program; the British gave 50 tons of 
army food supplies; and private German and foreign firms and in- 
dividuals denated DM 60,000 in food and money. Central kitchens 
were established and 1,300 volunteer West Berlin youth were added 
to normal staffs. In addition, special entertainment of various kinds 
was set up, to include free movies, television shows, exhibitions of 
various sorts, and daily discussions at RIAS (Radio in American 
Sector), the Social Democratic Party (SPD) newspaper, Telegraf, and 
at various other contact points such as student centers and exhibition 
grounds. Abundant quantities of western literature were made 
available. 

An important factor in arousing the interest of the young people 
from the Russian zone when visiting West Berlin was the radio station 
RIAS which directs its programs primarily to the Russian zone of 
Germany. RIAS carries the Voice of America programs and orig- 
inates a large number of broade asts giving the people of East Germany 
accurate information on what is going on within their zone. Such 
information is not available to them from the Russian-controlled 
press or radio. The evidence indicates that the people of the east 
zone follow closely all RLAS broadcasts and that the reports given 
are widely circulated and discussed among the population. 

It is estimated that 700,000 Communist youth from the Soviet zone 
and Soviet sector of Berlin visited West Berlin during the festival. 
On the whole, despite the defection of some few Communist delegates 
from iron-curtain and western countries, the World Youth Festival 
seems to have had a fair measure of success in furthering world Com- 
munist-youth efforts, at least in increasing internal cooperation and as 
a public manifestation of strength. The mass parade of August 12 
appeared to be highly effective as a mass participation and regi- 
mentation affair. Perhaps one-third of the youth attending the festi- 
val had no contact with the west; for those who were able to participate 
to any extent in the major east ‘sector events, » sense of camaraderie 
and international solidarity will be associated with the festival This 
is a solid gain for the authoritarian east. 

While it is true that a large number of east zone youth came into the 
west sector of Berlin, in the opinion of United States officials few were 
motivated by political reasons. Certainly a large percentage was 
impelled by youthful curiosity or by a free snack or entertainment. 
But interviews of youth indicate that the vast majority were bored or 
disgusted with the festival, that they were eager for facts about the 
West, and that they were particularly appreciative of the fact that the 
West stepped in to care for them at a time when Communist authori- 
ties left them hungry and comparatively uncared-for. 
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It is fair to conclude that although the festival probably did achieve 
the goal of injecting some fresh revolutionary zeal into the already 
convinced party-line members, for the rank and file of East German 
youth this was not true. For them it was a distinet disappointment 
in comparison to the Whitsuntide youth rally of last year. And, 
contrasting the freedom of West Berlin with the all too familiar 
repressions in their Soviet-occupied homeland, the festival embittered 
many and engendered in them at least a spiritual rejection of the 
current Communist youth leadership. 

In general, it appears that the West made an important gain in its 
struggle against the Communists by its handling of this situation. 
It is perhaps significant that the Russians have already announced 
that they do not ; plan to hold another such rally in Berlin in the future. 

Berlin remains vulnerable from a military and from an economic 
point of view. A blockade may still be imposed by the Russians 
at any time. Various steps have been taken by the Russians ap- 
parently designed to make the Allies less able to retaliate by inter- 
rupting rail and barge shipments through the western sectors of the 
city than was formerly the case. 

In Berlin there is the strongest feeling that the United States has a 
continuing role to fulfill in Germany. There is disquiet that the 
Russians may be contemplating a new bloc ‘kade. However, it is felt 
that any challenge can be met, and the spirit of the people remains high, 

Berlin’s economic situation is precarious. The risks of building 
plants, making contracts or supplying materials with the continuing 
threat of Russian aggression aggravate the long run consideration 
that Berlin is no longer the capital of a great nation. The factors 
which once made it the largest city in Europe no longer apply due to 
the blockade of Berlin by the Russians. Of Berlin’s total employable 
population 25 percent (280,000) are unemployed. Berlin is receiving 
economic assistance as follows: 


From the Federal Republic_ __-.-.....-..... DM 800,000,000 ($190,300,000) 
From ECA counterpart : 600,000,000 ($142,000,000) 
From GARIOA (counterpart equivalent of 

U.S. Army assistance) - - -- --- 335,000,000 ($79,700,000 


1 The German Deutschmark has a value in United States money of 23.8 cents 

Production in Berlin is at 50 percent of 1936 and the unusual un- 
employment is referred to above. West Perlin, with 4 percent of 
the West German population, has had the benefit since January 1950 
of about 10 percent of the ECA aid allocated to all West Germany. 
It is the best example of what American policies are capable of ac- 
complishing as there would now be no West Berlin without it; it would 
long since have been incorporated into the east zone. 
Production 


It is obvious to any observer that West Germany has not fully 
recovered from the war. In every large city ruined buildings and 
piles of rubble still supply evidence of the devastation caused by 
bombing. There is, however, spectacular evidence of progress in 
digging out of the ruins. The city of Hamburg was particularly im- 
pressive. Hamburg experienced 83 air raids in all, but the worst were 
concentrated in 1 week in Julv 1943. The toll: 55,000 dead; 50,000 
injured; 300,000 homeless. It is alleged that 35 percent of the city 


93245—52——_—__-3 
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and 74 percent of the harbor facilities were destroyed by air raids. 
The destruction reportedly included 296,000 housing units. Official 
reports of May 1, 1951, indicate that 25 percent of the city and 86 
percent of the port facilities have been rebuilt. Engineers estimate 
that at war’s end there were 56,000,000 cubic yards of rubble; of 
that, some 17,000,000 cubic yards have been cleared, a record ‘far 
surpassing that of any other German city. Three thousand sunken 
vessels have been removed from the harbor. Fifty-seven thousand 
(or 20 percent) of the housing units (houses or apartments) have been 
rebuilt since 1945. Approved BCA loans to Hamburg firms during 
the first and second counterpart investment programs amounted to 
DM 121,372,000 as of December 31, 1950. 

The economic recovery of Germany since the war is accurately 
described as ‘‘amazing’’ and “extraordinary” by the best informed 
observers. This was summarized by Michael Harris, Director, Office 
of Economic Affairs of the High Commissioner for Germany, in a 
statement to the subcommittee: 


For example, the general index of industrial production, based upon 1936, 
using 1936 as 100, is now 129. It was 129 for the fiscal year 1950-51 and at the 
present time it is at the rate of 135. The general index of productivity has 
increased from 57 in 1947—48 to 97 today, or a 70-percent increase. The same is 
true of virtually every field. Living standards are higher now, 25 percent higher 
than in 1947-48. The index of wages is 63 percent higher than in 1947-48. 
Germany’s dollar gap, something we are interested in because it costs us money, 
has been narrowed today and has virtually disappeared, whereas in 1947-48 they 
were running an adverse trade balance with the dollar area of $739 million 
That has just about disappeared today. The index of selected industries is also 
indicative of the tremendous increase that has occurred. In the third quarter of 
1951, production of electrical equipment was running at a rate of 322 percent of 
1936, and production of vehicles, power, precision instruments, etc., are likewise 
way up. The only major items which are running at a little less than in 1936 are 
iron and steel, now produced at the rate of 95 percent of 1936, and shipbuilding, 
because of restrictions imposed on the prohibited and limited industries list. 


The following tables give statistical evidence of this recovery: 
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Index of Industrial production, Federal Republic of Germany 











[1936= 100] 
1951 
} | 1949, 1950, i aa ee ak 
—, | fourth fourth | : ; 
quarter | quarter First Second | Third 
quarter | quarter | quarter 
| } 
Total? is eerichinea conus ecnhae al 51 | 97 131 132 | 138 | 132 
Per capita __- Fi ktnnbd idee eee 42 78 | 105 | 106 | 111 | 106 
Selected industries: | | | } 
Electrical — Sieundctledbe tent 80 | 204 311 | 311 | 318 322 
Electricity __ piace jqncge aalbaiaba la 110 | 166 | 199 | 200 | 192 | 193 
RS he re a 2 ae 25 | 105 | 184 | 189 | 192 167 
Optical and precision instruments___. 43 | 87 149 | 147 | 163 160 
Machinery inven atl itianiesiadl 43 | 99 143 145 | 165 | 159 
Chemicals banhewesus 57 | 96 | 126 | 139 | 145 | 139 
Textiles oe ‘opiate 7 | 98 | 124 | 126 | 123 112 
Coal mining____ emia 77 | 96 | 106 109 108 105 
Iron and steel______- sida liens esol 31 | 65 | 92 | 90 | 98 95 
Shipbuilding- on entdinasies | 10 |} 15 | 48 49 55 : 


1 Currency reform. 
2 Excluding food processing, stimulants, and building, 


Coal 

It is generally recognized in Western Europe that the basis for 
Western European economic stability is coal production. This is an 
essential element in all industrial production. Coal is being under- 
produced in West Germany today. There is a good deal of complaint 
about the exports of coal required by the International Ruhr Author- 
ity, and there is also objection in West Germany to the imports of 
United States coal to supplement the Ruhr coal supply, while 20 per- 
cent of the Ruhr coal is being exported. Optimum West German 
coal production is well in excess of 130 million metric tons per year 
while current produce ‘tion is running at the rate of about 110 to 120 
million per year. The falling off in ‘produc tion is to be compared with 
the fact that before World War II about 12 million more tons of coal 
were produced per year in West Germany than are being produced 
now. 

Various reasons are advanced for this deficiency in coal production, 
the principal ones appear to be the lack of housing for miners, obso- 
lescence of mining machinery and equipment, high rate of turn-over 
of working force, and lack of incentive in management to produce. 
The problems arising in modernizing the coal mines relate primarily 
to needed additional capital. It was estimated that the coal industry 
needs from 4 to 7 billion DM through 1958 for this purpose. In this 
connection, legislation is pending before the Bundestag to provide for 
1 billion DM from the depreciation reserves of the metal-processing 
and converting industries in order to allow for loans to modernize 
heavy industry, including coal and steel. 

The big question about coal imports from the United States is 
answered “by price and delivery terms, making it more efficient for 
French and Belgian steel and other industrial plants to use Ruhr coal, 
as a fair share of the whole output at European prices, while the 
Germans, having excess steel production, have an opportunity to get 
an extra allotment of steel production by importing United States 
coal at $24 per ton delivered in Germany, while German coal sells for 
$14 per ton. 
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Foreign trade 

West German foreign trade showed an unfavorable balance through- 
out the postwar period until the second quarter of 1951. An unfavor- 
able dollar balance still persists, but the expansion of production has 
carried exports up more steeply than imports, with the consequence 
that the over-all balance was moderately favorable in both the second 
and third quarters, as already noted above. 

The underlying trends are sufficiently favorable to warrant expec- 
tation of a further growth of exports, both total and on balance. 
The growing strength of the German trade position is reflected in a 
decline of ECA aid from nearly $500 million in fiscal vear 1949 to 
$400 million in fiseal 1951 and to a prospective total of between one- 
half and one-quarter this amount in the current fiscal year. 

The emergence of a favorable balance was speeded by the restrictive 
policies adopted in February 1951 because of the exhaustion of 
German credits in the European Payments Union (an organization of 
Marshall-plan countries, underwritten by the United States, which 
provides clearing and settlement services for foreign-trade transac- 
tions). This policy has contributed to the decline of production and 
probably to the slight downturn of exports in midsummer. Except 
for this temporary set-back it appears, however, that the rise of exports 
is in fact continuing strongly despite this depr essive factor. Mean- 
time, the West German EPU position has been restored and the credit 
available to the Germans increased, so that progressive relaxation of 
import restrictions is again in prospect. 

The defense program has benefited German exporters. Cut off 
from their traditional market areas in Eastern Europe and the Bal- 
kans, the Germans have found new markets in the west, formerly 
dominated by the British, French, and other powers. Available 
evidence indicates that West Germany i is overtaking and succeeding 
Great Britain in the sales of metals, metal products, and chemicals in 
Western Europe. For example, in 1949 West Germany’s exports of 
chemicals to this area were 67 percent of Great Britain’s; in 1951 
Germany’s exports jumped to over 210 percent of Great Britain’s. 
German steel is flowing into the United States in substantial quanti- 
ties which would never happen in normal times when the United 
States produces all the steel it consumes. Until German industry is 
converted to defense production, Germany is able to gain at the ex- 
pense of her neighbors. 

German exporters are given an advantage in the form of a rebate of 
the 4-percent turn-over tax on export sales. This is comparable to 
the practice in the United States of exempting a Virginia buyer from 
the District of Columbia sales tax but does enable the German ex- 
porter to price his products lower than would otherwise be the case. 


Budgets and taxation 


Total expenditures of Federal and Laender Governments will be 
about DM27,362,000,000 ($6,510,000,000) in 1951-52 compared with 
DM22,211,000,000 ($5,280,000,000) in 1950-51. 

The nondefense part will account for DM19,392,000,000 ($4,610,- 
000,000) in 1951-52, compared with DM17,400,000,000 ($4,140,000,- 
000) in 1950-51. Much of the rise is due to increased pension and 
social-welfare payments. 
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Tax receipts and other revenues in 1950-51, through enactment of 
presently proposed legislation for tax increases, will be some DM21,- 
451,000,000 ($5,110,000,000) and will be at least DM25,367,000,000 
($6,030,000,000) in 1951-52. If further legislation is enacted, the 
amount of revenues may be raised by an additional DM2,500,000,000 
($595,000,000). 

The deficit will increase from the current figure of DM760,000,000 
($181,000,000) to a figure of about DM1,995,000,000 ($475,000,000). 

The Cabinet was not in a position to prevent a general increase of 25 
percent in pensions and other social welfare benefits which follows a 20- 
percent increase enacted late in 1950. A Government salary increase 
of 15 percent effeeted April 1, 1951, has now been raised to 20 percent 
as a result of legislative pressure. All the measures mentioned have in- 
creased expenditures by DM3.6 billion (approximate) ($857,000,000). 
Occupation costs of DM6,650,000,000 ($1,580,000,000) for the cur- 
rent vear are discussed below, page 43. 

The Finance Minister of the German Federal Republic informed 
the subcommittee that in the budget for the next fiscal year costs 
of government would amount to 3 or 4 percent, social expenses (in- 
cluding cost of refugees) 48 percent, occupation costs 40 percent, 
and investment in roads, housing, ete., 12 percent. 

Since December 1950 tax measures have been enacted providing for 
an 80-percent increase in the Berlin aid income and corporation tax 
surcharge, a substantial rise in the petroleum products tax, removal 
of certain abused benefits and exemptions to businesses for the purpose 
of encouraging reinvestment of earnings, elimination of liberal allow- 
ances for business representation expenditures, and an increase in the 
corporation income tax from 50 percent to 60 percent. An increase of 
the general sales turn-over tax rate from 3 to 4 percent has been 
enacted in July 1951. 

Further measures should be taken to raise the personal income tax 
rate, the corporate profits tax, the inheritance tax, and to impose 
luxury excises. Government progress in its attempts to increase tax 
revenues is impeded by a general disinclination on the part of Bundes- 
tag members of all parties to enact tax increases for the purpose of 
financing additional occupation costs. As a consequence the special 
tax on luxuries has finally been disapproved by the Bundestag; fur- 
thermore, there is almost no chance that the Autobahn tax will be 
enacted. 

The Federal Government is handicapped in raising additional 
revenue by the fact that the income tax is administered py the 
states. The fixing of the amount turned over by them to the Federal 
Government requires action by both the lower and upper houses of 
the German parliament. The upper house (Bundesrat) is more an 
assembly of representatives of state governments than is the United 
States Senate. As a consequence, it is extremely difficult to pass 
legislation which reduces the share of income tax revenue going to 
the states. 

The Federal Republic of Germany and the German states have a 
very small outstanding debt although there are a number of con- 
tingent liabilities which must be considered in evaluating the financial 
position of the German Government. 

The Federal Government had at the end of its last fiscal year a total 
debt of DM7,225,000,000 ($1,720,000,000), and the State governments 
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had a total debt of DM13,788,000,000 ($3,280,000,000). All of this 
but DM122,000,000 ($29,000,000) is internal debt and approximately 
90 percent of it was created to provide backing for currency and bank 
credit at the time of currency reform. 

A settlement of Germany’s prewar external debt is now being nego- 
tiated. The amount for which Germany will be held liable cannot be 
determined yet but the claims are somewhere in the neighborhood of 
$2.5 billion. In addition, Germany is obligated to the Allies for food 
and other financial assistance to the amount of $1.8 billion. 

Germany has acknowledged liability for the claims of victims of 
Nazi persecution. The final amount of such claims cannot be deter- 
mined and the final settlement is even more difficult to forecast. The 
amounts involved, however, are indicated by the fact that Israel’s 
claim is $1.5 billion. A rough approximation indicates that the re- 
maining claims amount to $1 billion more. 


Receipts, expenditures, and indebtedness of the Federal and Laender Governmenis '! 


[Millions of deutschemarks] 


Tuly 1950 July 1951 
June 1951, June 1952, 
actual estimate 
Receipts 21, 451 25, 367 
Expenditures 22, 211 27, 362 
Deficit —7H) —1, 995 


' This table has been constructed, insofar as possible, on a cash basis 


W age 8, price s, and profits 
The rise of prices which developed following the currency reform in 


June 1948 was brought to a halt in the first quarter of 1949 primarily 


in consequence of credit restrictions. Thereafter consumer prices de- 
chned quarter by quarter through the first half of 1950. The decline 
exactly canceled out the rise, so that at the beginning and end of the 
period, June 1948—June 1950, the index of consumer prices stood at 
the same level. Meanwhile average hourly earnings in industry rose 
from DM0.98 to DM1.27 or by 30 percent and weekly earnings from 
DM40.51 to DM61.48 or 52 percent. 

Following the Korean outbreak, prices moved up in all sectors. 
The consumer price index rose by 11 percent between June 1950 and 
June 1951, most of the rise occurring after September. Reductions 
of some wholesale prices and of raw materials prices occurring during 
the spring of 1951 were reflected in the summer in a slight downturn 
of the consumer price index, by which time, however, the basic prices 
had turned upward once more. By August, indeed, the indexes of 
basie materials and industrial producers’ goods prices had regained, 
or were within one point of, their earlier peaks. 

The rise of wages since June 1950 appears to have outstripped the 
rise of consumer prices. While the consumer price index rose 11 per- 
cent by June 1951, average weekly and average hourly earnings of 
industrial workers rose by the same proportion by March, and by 
June had increased 20 percent over June 1950 levels. German 
statistics are of extremely nonuniform quality and the consumer 
price index is regarded by American observers as especially poor. It 
is by no means certain, therefore, either that the improvement in 
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earnings prior to Korea was as great as the cited data would suggest 
or that since Korea wages have done much more than keep pace with 
prices. 





It may be useful, in approaching the question of German workers’ 


earnings, to keep the following in mind. Average weekly earnings of 
industrial workers (DM72 in June 1951) are equivalent at the official 
exchange rate to about $17 for a 48-hour week. In terms of purchas- 
ing power, however, such wages are worth substantially more, although 
no precise estimate of their dollar equivalent is possible. This is gross 
pay, before taxes and social security deductions, and is typical of the 
better organized workers. Although average earnings of miners and 
steel workers are one-third higher than this, workers in trade and other 
occupations outside industry do not, on the average, fare as well. 


Recent prices reported for butter were DM3.17 per pound and for 


meat DM3.20 per pound. As a consequence, many German families 
cannot afford meat—not even sausage—on weekdays. The practice 
is widespread of eating cereal for supper to cut down on bread and 
butter consumption, Real coffee is served for holidays and cake and 
cocoa are rare treats. 


It is extremely difficult to compare wages and living standards in 


different countries due to variations in the value of money. The follow- 
ing comparison gives an indication of how the German workman’s 
“take”? compares with that of workmen in other countries. The 
figures show the minutes worked in each country to buy a fixed list 
of food items, including milk, bread, sugar, and eggs: 


Country: 


Minutes 

of work 

United Biates. co ess ce Se Le, Sue! a Sb Rees heads eae ee ca a cas gue hee ee 40 
United inneom.. .. cs. so cc oie ee ee 96 
Gwiteerieie «3: 6c se ckinde wee EE Be 107 
RRR N ctu: sisi eh a eh dia at pin Sak pk cd ge 176 
NI gn nos ph oe <a aa ae op nt gS ms oe in al as Sa ete 226 
CIE oS ec ar es Oe ne ere 246 


Another aspect of the wage situation is the relation of wages to 


profits. Unfortunately, comparably accurate data on business 
profits are lacking, but the high rate of investment suggests a high 
rate of profit and generous business returns have in fact been defended 
on the ground that they make high investment possible. This evi- 
dence is corroborated by the thriving character of the luxury trades 
and widespread examples of ostentatious living among businessmen. 


sharply questioned Economic Minister 


All this, of course, affects the bargaining. attitude of the unions. We 
Srhard about the high rate of 


business profits and he attempted to justify these on the ground that 
this was the only source of internal investment and that large re- 
serves were necessary in order to rebuild industry and build up new 
(2,000,000) jobs. 


The subcommittee could not escape the impression that the wage 


earner has not shared in the upsurge in German production which has 
occurred in recent years to the same extent that labor in the United 
States has shared in the recent increase in productivity and in the 
prosperity of the country. The improved status of the German 
businessman is apparent onevery hand. There is no similar indication 
that the lot of the German workman is significantly better than in 
1948, 
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The German people manifest a remarkable fear of inflation based 
on their past experience of its evils. The German people believe in 
hard work and do not like to strike. .These considerations have made 
it possible for the trade unions to follow a policy of not emphasizing 
wage increases in an effort to stabilize prices. Nevertheless, it appears 
that wages, although they may have kept in line with prices, have 
not increased in proportion to productivity. 

Quite apart from the wage implications of the special problems of 
mobilizing the labor force to concentrate workers in the areas where 
they are needed, it must be expected that any marked tightening of the 
labor market will be promptly reflected in substantial wage demands. 
This will pose a problem, not alone of stabilization, but also of policy 
with respect to production of consumer goods and the importation of 
food. It should be noted that under union demands industrial wages 
were increased almost as much between March and June 1951 as 
they had been during the preceding 9 months. Furthermore, when 
German employers during the summer set their faces sternly against 
further increases, the metal workers nonetheless were able to secure 
an increase, which, while very modest, demonstrated that union de- 
mands are continuing strong and are backed up by effective bargaining 
power. 

{ nemployment 

The importance of this factor is twofold: First, as it relates to social 
stability, and second, as it relates to the refugees, for social stability 
in Germany has always been closely tied to the unemployme nt index. 
While total unemployment in Germany is 7.7 percent (1,230,000) of 
the total wage and salary earning force, the unemployment among 
refugees is twice as great, 15.4 percent, of the wage and salary earning 
force. Unemployment was reported to be unusually severe among 
German youth although precise figures are not available. We found 
also that unemployment struck heavily at women, many of whom 
have lost their husbands and are caring for children. 

The unemployment picture in addition is complicated by heavy 
unemployment in particular areas. We found, for example, in Ham- 
burg, with about 100,000 unemployed that the percentage was about 
twice as high as the general Federal average. The same was true 
in Berlin where unemployment aggregated 260,000, over 20.percent 
of the total labor force of 1,200,000. In Hamburg some of the 
blame for unemployment was put on the limitations on shipbuilding 
which had been imposed by the Alles and on dismantling, especially 
of the Blohm & Voss shipyards by the British. Limitations upon 
shipbuilding had been lifted, but the complaint was now that there 
was not enough steel available to keep the yards busy. 

Another unique unemployment feature was that Berlin had twice 
the number of doctors it needed. Many were now engaged in menial 
positions as they did not wish to leave Berlin and felt that Berlin 
would come back. 


Trade-unions 


Trade-union membership in the Federal Republic totaled, almost 
6,000,000 persons by the middle of 1951. Thus, about 40 percent of all 
wage and salary earners in the Federal area are union members, as 
compared with a high of about 30 percent in the Weimar Republic and 


93245—52—_4 
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a maximum figure for the United States of 33 percent. The postwar 
trade-union movement is not only numerically stronger than its prewar 
counterpart but also much more strongly unified. Whereas the pre- 
1933 unions were divided along politic - and religious lines, more than 
90 percent of present trade-union members are affiliated with the DGB 
(German Trade Union Federation, Deutscher Gewerkschaftsbund). 
The following table lists principal unions and their membership: 


Membership of German Trade-Union Federation, Federal Republic of Germany and 
western Berlin, end June 1951 


Name of union Membership 

"Thoth od oe ei ot es Ba eee pias ke Spin ead ie 2g 

1. Building, Stones and Earths ; 429, 500 
2. Mining. _- i 603, 500 
3. Chemicals, Papers and Ceramies - 442, 000 
4. Printing and Paper 137, 100 
5. Railway _--_--_- : 427, 700 
6. Education and Science_. j : 64, 700 
7. Gardening, Agriculture, Forestry : 109, 900 
8. Commerce, Banking, Insurance 77, 900 
9. Woodworking 208, 200 
10. Art Professions __ 37, 900 
11. Leather__- - 102, 000 
12. Metal_-_- 1, 525, 000 
13. Food, Beverages, Restaurants _ - - 4 . 273, 600 
14. Public Services, Transport, Traffic__- Pe 767, 700 
15. Post and Telegraph _ - ; 200, 300 
16. Textile and Clothing_ _- bi JSG Bch Bows ety 450, 800 


Membership of— 
German Salaried Employees’ Union_- 


eo . 3845, 100 
Other employee organizations _ 


iF see Nae Mar a ae ee 300, 000 


Source: HICOG, Office of Labor Affairs, Nov. 9, 1951; and German Trade-Union Federation. 


Since the establishment of the Federal Republic, the trade-union 
movement has emphasized unity on the one hand and neutrality with 
respect to the various political parties on the other. The broad 
legislative influence of the trade-unions can be seen from the fact 
that, of the 402 deputies in the Lower House, 124 (31 percent) are, 
or Were at one time, trade-union members, 97 belonging to the SPD, 
26 to the CDU-CSU, and one to the Center Party. A further aspect 
of trade-union strength in legislative matters is the fact that their 
position on domestic economic issues is usually supported by the 
SPD and the Center Party. 

Although the subcommittee does not feel that it exhausted the 
evidence on this subject, it had the distinct impression that the 
German trade-union movement was more authoritarian in character 
than it ought to be. This was particularly true with respect to the 
election of its top officials and the extent to which the rank and file 
had an opportunity to influence what was done by their leaders. 
The subcommittee feels that what the trade-union movement can 
further contribute most effectively at the governmental level is its 
backing of Germany’s participation in the European defense com- 
munity to the full and its service as the most alert sentinel in Germany 
for free institutions. 








sneer 
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Codetermination 


A development which is of great concern to Americans is ‘“‘code- 
termination.” The word is the nearest English equivalent of the 
German term “mitbestimmungsrecht.’’ ‘Codetermination’’? means 
provision by law (German Federal Government) that workers in the 
steel and coal industries should be entitled to nominate one-half the 
members of the supervisory board (equivalent to our board of diree- 
tors) in each company, which generally means 5 nominees out of a 
board of 11, with the stockholders, owners, or managers, as the case 
may be, nominating the other 5, and both groups picking the eleventh. 
This supervisory board in turn elects a board of managers, generally 
three, to run the enterprise. Our experience showed that often one 
of the three, the one chosen by the workers’ representatives on the 
supervisory board, is the only one without some Nazi Party back- 
ground. It is also interesting that, as members of the supervisory 
boards and the boards of managers, the workers do not choose neces- 
sarily fellow workers or trade-union officials but rather civic leaders 
or businessmen. 

An effort is being made to extend codetermination to other major 
industries, the principal drive now being on the deconcentrated com- 
panies of I. G. Farben. There is some indication that a compromise, 
perhaps for one-third the supervisory boards, could be worked out 
here. Codetermination is put forward on two grounds. First, that 
industrial management needs watching due to the former Nazi Party 
membership of many; second, that workers’ compensation is low 
while industrial profits are high, and the means to redress this condi- 
tion should be found without strikes, which West German recovery 
cannot afford. Objections made in West Germany to codetermination 
are that it represents interference with business decisions as well 
as with ownership and tends to make a company a social not a 
business institution. Regardless of the merits, codetermination 
appears likely to be extended to other industries rather than to 
diminish in eta e. Its expansion is encouraged right now 
by the fact that (1) deconcentration and decartelization result in 
new companies which require new managements, and (2) that the ques- 
tion of ownership of many companies remains unsettled either because 
their former ownership was in the Nazi state or because their former 
owners were dispossessed by the Nazis or ownership was shifted as a re- 
sult of postwar developments and occupation policies. 

An American cannot escape the belief that it is a step in the diree- 
tion of regulated as distinct from a competitive economic system. 
The problem is made more complex by the fact that there has never 
been what an American would call free competition in these industries. 
The elimination of codetermination would not assure a truly competi- 
tive situation. Its presence may be the only means of bringing into 
the direction of these industries an adequate concern for the public 
welfare under existing circumstances. It is the opinion of the sub- 
committee that it would be undesirable to extend codetermination 
beyond the coal, steel, and chemical industries, where at present it is 
legally in effect or in immediate prospect, until such time as experience 
may prove the validity of this approach. 
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United States assistance. 


We received considerable information with respect to the value of 
United States occupation policies and United States ECA and 
GARIOA aid. There was universal agreement that the present re- 
covery of West Germany was attributable to this assistance; other- 
wise, West Germany would be where it was in 1946. The one 
question which grew out of this discussion was the disposition of the 
counterpart fund insofar as it has been released for good loans; for 
example, to the steel companies. Under the ECA, as it stands now, 
these counterpart funds when repaid would be free of any United 
States controls and the property of the German Federal Government 
alone. We question the soundness of this procedure. 

Since the termination of hostilities, the United States Government 
has authorized a total of $3,539,000,000 to West Germany. Of this 
amount, shipments have been as follows: 


Fiscal year— 


046... ees re ar Part ete ...... 1 $195, 000, 000 
oo ee win old aed cee tee scone sds ORR ee 
ee 4 £32043 epaeeinge 580, 200, 000 
UNE cia ess shrek octsibt sh pel de oan et da ala a 983, 300, 000 
ce as a gs ts se Sach 9h aston se oe 768, 000, 000 
1951- Be ae Batic uate Game 473, 000, 000 


1058 (daly 1 to Ment. 20, 1061) .. 2 oc. So ee 96, 500, 000 


si lilies sa tg ss sence a 3, 359, 100, 000 


! These figures are for paid shipments. 


In addition to the imports paid for with this money, the significance 
of the ECA counterpart funds in German recovery is indicated bv the 
fact that, out of a West German gross national product (GNP) of 
about 90 to 95 billion DM in 1950, more than 19 billion DM (about 
21 percent) constituted gross investment within the economy. By far 
the largest part of gross investment (about 53 percent) came from 
self-financing; 18 percent came from public budgets, 15 percent from 
the capital market; 3 percent from prefinancing by central banks, 
and 11 percent from counterpart funds. 

Information and public affairs 

The German public affairs program presently consists of extensive 
activities in the field of information and education—including the 
publication and distribution of a daily newspaper (Die Neue Zeitung, 
circulation approximately 200,000 daily); a newsreel (Welt-Im Film, 
seen by an estimated 20 million persons monthly); pamphlet prepara- 
tion and distribution); a radio station (RIAS in Berlin); some 15 
information centers called Amerika Haeuser, and 38 “reading rooms” 
as centers for book circulation and community activities; motion- 
picture documentary production and both theatrical and nontheatri- 
cal films showings; an exchange program (about 2,500 Germans visiting 
the United States during the current fiscal year on various projects) ; 
education service centers (where German educators are given an 
opportunity to learn about developments in the field of education in a 
democratic community); and other relationships with school and 
community groups for the purpose of supporting the growth of demo- 
cratic trends in Germany. 


cosine imental elie Rt REE re 
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This program during the current year involves the expenditure of 
approximately $13.5 million and the employment of over 500 United 
States personnel and approximately 6,000 Germans. 

The subcommittee encountered a good deal of discussion and a cer- 
tain amount of misinformation concerning radio broadcasting. ‘There 
was a tendency among United States personnel and Germans to regard 
the Berlin radio station RIAS and the Voice of America as being in 
competition with each other. Confusion apparently arose because 
the Voice of America was thought of only in terms of the short-wave 
broadcasts originating in the United States. RIAS and the four Ger- 
man-owned stations in the American zone of the German Federal 
Republic rebroadcast Voice of America programs at the ordinary wave 
lengths. The Voice broadcasts in short wave approximately 1 hour 
45 minutes in the German language per day. RIAS puts | hour and 
15 minutes of this on the air each day and all stations carry the 15- 
minute news programs at 6:45 p. m., the best listening hour of the 
day. 

Radio Free Europe operates a broadcasting station at Munich di- 
rected entirely to people behind the iron curtain. It is financed from 
private contributions and gets no money from the United States Gov- 
ernment. It speaks for free Europe and emphasizes testimony from 
people who formerly lived in the iron-curtain area as to conditions in 
the free world. The station is managed by United States personnel 
and much of its support comes from Americ ‘vans, but its function is to 
provide a voice for Europeans to their fellows under Russian domina- 
tion. 

The subcommittee heard complaints from a United States newsreel 
producer that the newsreel Welt-Im Film, produced by the United 
States High Commission, was to a large extent a duplication of com- 
mercial newsreels and consequently a waste of United States funds. 
The Welt-Im Film costs just over $80,000 per year, plus deutschmarks 
equivalent to $230,000. The United States producer said that his 
company was willing to make an agreement to include in its weekly 
issues any special educational or propaganda features that HICOG 
desires. 

The subcommittee was shown the current commercial and the 
HICOG newsreels and was impressed that they depicted pretty much 
the same news events. The HICOG newsreel is shown in regular 
movie houses as part of their entertainment program and if too heav ily 
weighted with propaganda would not be accepted by exhibitors. Al- 
though the subcommittee did not have an opportunity to make an 
exhaustive study of the newsreel situation in Germany, it believes 
that there is a reasonable doubt as to the desirability of continuing 
the Welt-Im Film at United States expense. 

The Russians are making effective use of books and pamphlets sold 
much below cost as a propaganda device. These include fiction and 
other works which are of sufficient interest to a reader to make him 
willing to pay for them. Information dispensed in this manner is 
more effective than publications given out free. The subcommittee 
feels that the United States should encourage publication of American 
books and periodicals in the German language so as to permit their 
sale at prices within the range of low-income groups. 
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The United States finances the publication of one daily newspaper 
(Die Neue Zeitung) with a circulation of 200,000 at a United States 
dollar cost of $500,000 plus a deutschmark cost of $2,500,000 equiva- 
lent in dollars. This is a carry-over from the beginning of the occupa- 
tion when only United States licensed and supported newspapers were 
allowed. The Neue Zeitung is apparently a well edited and influential 
publication. Nevertheless, there is a question as to how long the 
United States should continue such publication in view of the quality 
of the German-owned newspapers and the new relationship between 
Germany and the United States. 

The subcommittee had an opportunity to observe the Amerika 
Haus program and was impressed with its effectiveness. 

The forthcoming reorganization of the Office of the United States 
High Commissioner into a United States Embassy will involve certain 
structural and program changes in the public-affairs activities. In 
the first place, the concentration of the program in what has been the 
United States zone of Germany will be diminished and our activities 
will be spread generally throughout West Germany. The field pro- 
grams within Germany will be attached to the seven United States 
consulates for administrative purposes. The program will be carried 
out through 15 “regional centers’’ within the consular districts. Each 
center will have a small complement of personnel to carry on the 
cultural and information functions. 

Certain few activities will be modified or eliminated to be made more 
appropriate to the changed political status of the Federal Republic. 
In general, however, the extensive program will be maintained except 
where, on a pragmatic basis, we discover that political or other cir- 
cumstances are impairing the effectiveness of our efforts toward our 
important objectives in Germany. One major modification of this 
character is now being accomplished with the elimination of the Kreis 
resident officer program. Kreis resident officers have been the United 
States High Commissioner’s ‘‘local ambassadors” in the United States 
zone of Germany. Representation at this level will no longer be 
necessary or desirable. 

The ends toward which our German public affairs program has been 
oriented will remain largely unaffected by forthcoming political 
changes. The future of the young German democracy will be under 
constant threat from right and left extremists. Its place as a strong 
and reliable partner in European organization is yet to be secured and 
is indeed all the more vital with the commitments that will be made on 
the basis of formal German participation with the West. For these 
reasons, our public affairs organization in Germany will continue 
strong and diversified. 

Neo-nazism 

It is particularly distressing to Americans to find evidence of the 
active existence of political groups garbed in the trappings of the 
Nazis and apparently trying to cash in on the Hitler formula. Such 
groups oppose ‘‘today’s phony democracy,” defend the convicted 
Nazi war criminals and former generals, are anti-United States, anti- 
French, and anti-British, and denounce such measures for European 
cooperation as the Schuman plan and the Council of Europe. They 
provide a rallying point for leading former Nazis and have strong 
support from some veterans’ and expellees’ groups. 
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Among the American officials of HICOG, the cousensus seemed to 
be that the situation is getting worse not better. The attention of the 
subcommittee was called to two developments: First, the organization 
of a good many veterans’ groups in West Germany culminating in a 
brazen call to organize an association of the Waffen SS—Hitler’s elite 
army corps with a ghastly reputation for terrorism in World War II- 
next spring around Bremen; second, the fact that a large propor- 
tion of former Nazi Party members were staffing the new foreign 
office at Bonn. We raised this question directly with Chancellor 
Adenauer. He did not deny it but took the position that those 
who joined the Nazi Party because they had to keep their jobs should, 
if they had ability, be given an opportunity to prove their ability and 
to use it for the benefit of the German Federal Government. He said 
that he would tolerate ‘‘no activists” but did not define what this 
really meant. 

According to our observation of industrial management in the steel 
and coal industries, we found many managers to have been Nazi 
Party members because they claim they had to join during the Hitler 
period to continue in their management positions. The trade-union 
leaders express bitter opposition to this condition and urge that 
their campaign for codetermination was intended to serve as a check 
and balance on managements which have Nazi antecedents. 

In political terms neo-Nazi activity was found to be strongest in 
Lower Saxony and Schleswig-Holstein, where it was dominated by 
the SRP under General Remer, and in Bavaria where its leader is 
August Haussleiter. Generally through the country also there is 
concern about veterans’ organizations, one of the principal leaders of 
which is General Friessner. 

The neo-Nazi potential is perhaps greatest among the refugees. 
Their principal party, the BHE, has its greatest strength in Bavaria 
and is represented in the Bavarian state cabinet. The party has 
shown an orientation toward the right wing CSU and CDU parties. 
Its leader, Oberlander, has a long Nazi record, however, and the party 
appears to be in greater danger of conversion to neo-nazism than any 
of the major political parties. 

The consensus of opinion is that. the neo-Nazi situation is alarming 
and requires close watching. It could present an imminent danger 
if American occupation forces are withdrawn. In essence we felt 
that right now this movement is the focus of the malcontents. This 
judgment is supported by a recent address of United States High 
Commissioner McCloy in which he pointed out that a survey of Ger- 
man opinion indicated that only 20 percent of those asked would do 
their utmost to prevent a party similar to the Nazis from coming 
into power. Thirty percent of the people said they would not like 
such a thing to happen but would do nothing to prevent it, while 23 
percent said, “I do not care.’’ Only 3 percent said they would do 
everything possible to support such a new Nazi party. Mr. McCloy 
regarded as the ‘real danger’’ 


* %* * the apathy of millions of men and women in this country, in their 


failure to recognize that they must act in defense of their own liberties. 

At present the German Trade-Union Federation appears to be one 
of the principal bulwarks against the recurrence of nazism. The sub- 
committee in its discussions with German trade-union leaders found 
complete unanimity and the strongest conviction on this issue. 
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The German trade-union movement means business on this issue. 
When the Nazis in a suburb of Hanover placed a wreath decorated 
with a swastika at a World War I memorial, the trade-unions of that 
area went into action. To convince the Government that their 
threats were no idle talk, 1-hour strikes were called of all workers, in 
the cities of Hanover and Peine, where the incident occurred. 
Decartelization and nationalization 


Since the end of the war, the occupying powers have been engaged 
in a program to dissolve and prevent the recurrence of industrial 
cartels. The effort has focused primarily on the reorganization of 
the steel and coal industries of the Ruhr and of the former I. G. 
Farben chemical concern. Although no official or approximate esti- 
mate of the value of the assets of these industries is available, a figure 
of $3.5 billion is regarded as reasonable. New corporations are being 
set up in each of these industries which are supposed to be sufficiently 
numerous and so organized as to make possible effective competition. 
The assets of the old cartel organizations are being transferred to the 
new corporations. 

The deconcentration and decartelization program we were advised 
would result in the creation of 20 new coal companies and the 
reshuffling of stock ownership so that the former owners who held 
interests both in steel and coal and in many companies (vertical or 
horizontal trusts) will be confined only to one competitive company 
respectively; also that the captive coal mines of the steel companies 
will only account for 18 percent of the coal produced against a 
previous 50 percent. Among the main problems are the dissolution 
of the United Steel Works (Thyssen) and disposition of the family 
holdings of Krupp in both steel and coal. 

The subcommittee does not approve of the situation which exists 
as regards the Krupp family fortune. The property of Alfred Krupp 
was confiscated by the allied court at Nuremberg but was restored by 
an act of clemency by High Commissioner McCloy. Mr. McCloy 
based his action on the fact that confiscation is not in accordance 
with United States and British law. The decartelization and de- 
concentration process is intended to make sure that the Krupps will 
no longer enjoy monopoly control of any industry. Their share- 
holdings are being reshuffled for this purpose, but this process does 
not wipe out the family fortune. There is every indication that the 
Krupps will emerge with great wealth, owning shares in a large number 
of German enterprises, living w ithout work or responsibility. That 
this should occur while the United States taxpayer is helping to 
finance German recovery would seem to indicate a defect in our 
handling of Nazi industrialists. 

The problem of choosing management in the new coal and steel 
companies is of the utmost importance. A certain complacency about 
accepting managers who remained in management of many of these 
companies throughout the Hitler period was noted. It appears that 
managements are appointed by the parties in interest still, with the 
Combined Steel Group exercising only a veto power. ‘It is charged 
that the group running steel now, the Steel Trustee Association, had 
important influences in it of former Nazi figures, such as Heinrich 


Dinkelbach, and the same was true with the group running coal 
(DKBL,) under Heinrich Kost. 
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The impression was gained that the British and French were not 
nearly as set on decartelization and deconcentration as the Americans; 
that the ultimate resolution of the West German economic situation 
was heavily dependent on the integration of Western Europe and the 
revival of world trade; that a strong pull in the direction of unification 
for some deal with the east zone was expressly in this economic field, 
and that if United States economic aid were withdrawn this pull 
would prove irresistible. 

It is necessary to recognize also that these same industries may be 
nationalized. The process of denazifying and decartelizing the coal, 
steel, and I. G. Farben industries required taking the control of these 
industries away from their owners. New companies are being set up, 
the shares of which are to be exchanged for shares of the old cartel 
organizations with a reshuffling so that no one will emerge with a 
controlling interest in more than one competing company. In the 
meantime the plants are in operation and the ownership is in suspense. 
Until the shares in the new companies have actually been distributed, 
it would be relatively easy to nationalize these industries with com- 
pensation to the old owners by the Government. The principal 
party in opposition to the present German Government is Socialist 
and favors public ownership. The present German Government 
is a coalition. Should it be defeated, it is likely to be succeeded by a 
Socialist government, and as long as present conditions prevail there 
is a likelihood of the government’s taking over the ownership of some 
of these major industries. 


Education 


There is still much to be done in making the German educational 
system more democratic. In general, it has always been a restrictive 
system which concentrates on “the schooling of a highly trained elite. 
The difficulties are illustrated by the effort to modify and extend the 
type of secondary education. 

Since the first World War German children have had access to free 
public primary education through the equivalent of the American 
fourth grade. After that, those who successfully passed a rigid exami- 
nation and whose parents could afford to pay for their further school- 
ing may enter the “gymnasium,” a school which continues somewhat 
beyond the American high school and prepares its graduates for admis- 
sion to a university. This group is about 10 percent of the total. 
The 90 percent who do not go to the gymnasium continue in public 
schools and ultimately become apprentices or take vocational training 
but are segregated from the elect, who may ultimately qualify for 
university training and a profession such as law, medicine, or diplo- 
macy. The “nongymnasium” school system is considered to be 
inferior to the ‘“gymnasium’’ in classification. This inferior desig- 
nation is rec ognized and acce oted by students and teachers. 

The United States has tried throughout the occupation to get this 
system modified so as to give something nearer equality of opportunity 
in education and to promote democracy by keeping all classes of pupils 
in contact with each other as much as possible. Some Germans have 
consistently and vigorously opposed the change, and one major 
United States official stated that the United States was not now 
emphasizing the negative features of the “gymnasium.” Instead, 
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greater emphasis is placed on the need for positive changes in the 
educational program for the 90 percent. 

Progress has been slow in the field of higher education as indicated 
by a well-informed American official who said: 

There is no use trying to say that German schools and universities are great 
progressive institutions. We have tried hard with these institutions but it is a 
hard, hard pull to make any progress. They have a long way to go. Scien- 
tifically, they are far behind us. I studied in German universities 20 years ago. 
Today anyone, unless he wanted to learn a foreign language, would be silly to 
come over here for research reasons. They are far behind us. 

This does not mean that nothing has been accomplished in the way 
of educational reform in Germany. Ideas have been planted and 
new attitudes on the part of teachers and public officials are manifest- 
ing themselves which someday will presumably produce significant 
educational improvements. The fact remains, however, that the 
German school system is emerging from the period of occupation, in 
outward appearance at least, pretty much what it always has been. 

There have been encouraging signs in the field of higher education. 
The University of Bonn recently elected as its rector an American 
citizen who had been a German refugee to the United States. The 
new head of the University of Frankfurt is a German of Jewish faith 
who had to flee Germany in 1933. In Berlin a Free University is in 
operation and receives United States financial assistance. It is an 
important offset to the University of Berlin, which unfortunately is in 
the Russian sector of the city and consequently is Communist. 

Youth 

This group represents one of the most nettling problems in Western 
Germany. It is very enthusiastic about a federated Europe, but there 
is a disquieting feeling that if this idea is frustrated or delayed, dis- 
illusioned youth may go right back to some kind of ultranationalist 
movement. 

HICOG is devoting 55 million DM to youth projects but, of 
course, this cannot be the decisive factor. We saw the apprentice 
system at work at the Digenhard-Mevissen coal mine with boys of 14 
already apprenticed as coal miners. It was estimated in Hamburg 
that unemployment of those under 25 is one-third greater than among 
those over 35 and emphasis was especially laid upon the unemploy- 
ment of girls and their reluctance. to undertake domestic service due 
to the onerous conditions of such service in West Germany. 

Another point made was that only 20 percent of youth was organ- 
ized in sports, religious, and similar organizations, and that greater 
organization would produce higher morale. It was pointed out that 
35,000 West German youth were reported to have attended the Com- 
munist rally in East Berlin. 

One of the most difficult points on which there was much difference 
of opinion was how youth would respond to a selective-service law. 
Such service was generally considered to be unpopular and the differ- 
ence of opinion mainly centered on whether youth would obey or not. 
Our observation was that it would obey but without enthusiasm unless 


it was as part of a European Army, a step toward the federation of 
Europe. 
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Democracy in Germany 


In the light of the situation which has been summarized above and 
in view of additional factors which will be enumerated, the subcom- 
mittee cannot escape the conclusion that the people of West Ger- 
many are not yet qualified to graduate from the course in democracy 
which has been offered to them during the occupation. It is the con- 
sidered judgment of responsible United States officials, based on 
public-opinion polls and other sources of information, that too many 
of the German people believe today that nazism contained more 
that was good than was bad. Public-opinion polls indicate that a 
majority of the German people, youth as well as older groups, desire 
and feel no responsibility for government. 

An indication of the difficulties to be surmounted in the establish- 
ment of democracy in Germany is a statement made to the subeom- 
mittee by a leading official of the SPD (Socialist) Party and of the 
opposition to the Adenauer government. When asked whether his 
party would accept a decision of the majority of the West German 
Parliament to contribute to European defense along the a being 
discussed in the current negotiations for the European army (he did 
not oppose cooperation in European defense in principle, however), he 
said that it would not accept such a verdict since the present Govern- 
ment does not represent a majority of the people. 

Further evidence of the state of democracy in Germany is the 
attitude toward freedom of enterprise. There is little popular interest 
in or support for the effort to break up and prevent cartels. It is 
particularly significant that it has been impossible for the United 
States to develop appreciable sentiment in favor of permitting anyone 
who wants to start a new business to do so. Traditionally, since the 
guilds of the Middle Ages, Germany has always required a new firm 
to be licensed after the need for its services and its qualifications for 
doing business have been passed on by an organization of people 
already in the trade. This undoubtedly has discouraged competition 
and economic progress. During the occupation the United States 
would not permit such restrictions, but it appears to be generally 
believed by Americans as well as Germans that as soon as authority 
on this matter is returned to the German Government there will be 
a return to the old licensing system with the support of the majority 
of the people. 

The enumeration of these evidences that the Federal Republic of 
Germany cannot be regarded as having fully qualified as a demo- 
cratic nation does not mean that the subcommittee regards the efforts 
of the Allies to bring democracy to the Germans as a failure. Un- 
doubtedly, much has been done and some seeds have taken root, 
but much more remains to be done. Max Brauer, Burgomeister of 
Hamburg, who renounced United States citizenship to return to 
Germany so that he could do his share in rebuilding his native land, 
summed up the situation in this statement: ‘The battlefront for the 
rebuilding of democracy in the heart of Europe is Germany.”’ 
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Ill. GeRMANY AND Europe 


Importance of Germany in Europe 


Any combination of European states which includes Germany is 
much different in strength, in its status in world affairs and in its sig- 
nificance in the present world crisis, than any grouping of European 
countries with Germany left out. ‘Germany is a large country, an 
industrial nation; it possesses the largest coal deposits on the con- 
tinent; it has highly developed technical knowledge and skills; and its 
people are hard working. The importance of Germany in Europe is 
indicated by the following tables: 


Population of NATO countries 


United States........... 151, 689, 000 | Netherlands. ._________-_ 10, 114, 000 
United Kingdom. _. 50, 618, 000 | Beleium_._.__________. 8, 639, 000 
Federal mere of Ger- POMUSS. oo te So at ee 

Peay oc ei 48, 000, 000 |} Greece. ____.________.. : 7, 960, 000 
Italy ote ped. 46, 272, 000 | Denmark.__.__.._.._._-- 4, 271, 000 
OR 2 cis ee t1, 900, 000 | Norway. pect Deg ok 3, 265 000 
a ee ae Pee A a ee ae 297, 000 
Caraga. .......-...-... 36; O46, Ole! bomen... .2... ae 143, 000 


Steel production of Western Europe in 1951 
Metric tons 
United Kingdom. _ _- Se bie kbar: cide Ute 3 atlas ai dee _. 15, 900, 000 
German Federal Republic bwin dig eb an indiner ea elaine wk ate eae 13, 600, 000 
II ede mdr a ccln  hiage i & SWE DONS awa are Waste Sate eae ee 9, 800, 000 
WEROINON Gc ee als so Selec da oe oo rk SA Cee is iat ae ne er te oe 18, 955, 000 





ONG 5 bc de cd al Bb a BR ewe edhe ec 58, 255, 000 


Coal production 


{In thousands of metric tons] 

















“| | 

Federal | United 

Repub- at States 

Period lie of | Great | France Saar |Belgium Nether Italy | Poland! of 

q Britain lands ; 

ier- Ameri- 

| many | ca? 

| | 

—— a a = 
1936 __....-| 116,963 | 232,104 | 45,228 | 11,684 | 27,867 | 12,803 | 806 | (3) | 447,856 
1937 : --| 137, 580 | 244,248 | 44,340 13,368 | 20,856 | 14,316 | 1, 476 66,012 | 452,170 
1949 103, 238 | 218,607 | 51, 546 14,263 | 27,848 11, 708 1,111 | 74,104 | 480, 602 
1950 110,755 | 219,755 | 50,844 |} 15,091 27, 304 12,248 | 1,029 | 78,001 | 499,002 
1951 (first half)......| 59,068 | 114, 468 26, 744 8, 273 14, 915 6, 240 509 | (3) 258, 900 


1 Including whole of Upper and Lower Silesia now under Polish administration. 
2 Including lignite of 2.5 to 3 million tons yearly. 
3 Not available. 
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Western German production of key commodities compared with total production in 
ERP countries 





| 
Monthly average Federal 
Republic production Fourth quar- 
. Sane Bese * bi ter 1950 as 
Commodity | percent of 
on Fourth quar- 1938 
| 1968 ter 1950 
Coal: 
Million tons : 11.4 9.7 85% 
Percent of ERP production !_ ___- ie denis | 29% 25% 
Steel: | 
Million tons ‘ ; : eit 1.5 1.1 71% 
Percent of ERP production ._-_- a ed } 40% 24% 
Electric power: 
Million kilowatt-hours } 2.7 4.2 158° 
Percent of ERP production 26° 20° 
Cement: 
Million tons. - i , } 1.0 1.0 99° 
Percent of ERP production__- | 35% 27% 
Motor vehicles: | 
Thousands a! 20.6 30.9 150% 
Percent of ERP production ; + aes | 25% 20% 
Cotton yarn | 
Thousand tons | 22. 2 26. 0 117% 
Percent of ERP production ; a | 19% } 21° 
Rayon 
Thousand tons ; | 8.6 14.1 |} 164° 
Percent of ERP production we . 30% 35% 
Wool yarn: 
Thousand tons ‘ | 4.5 8.0 179% 
Percent of ERP production... 13% 19° 


1T. e., percent of total production in all ERP countries including Western Germany. 


Source: Office of Economic Affairs, U. 8. High Commission for Germany. 


Germany’s share in the imports of several European countries in percent of their total 
imports (according to foreign trade statistics of countries concerned) 


January- July 
Country 1936 September December 
1949 1950 
Denmark 25.3 2.2 13.0 
France 7.0 7.4 , 
Italy 26.8 23.9 8.4 
Netherland a3.2 “a8 12.8 
Sweder 21.9 6.5 1] 
Great Britain 2.9 1.7 
Norway 17.6 | 
Greece 22.4 $2 7.7 
lurkey 45.1 23.5 21.8 
July-Novembe 
2 July-—October 
German i's share in the ex po ts of several Furope an countrie nm perce nt of the totat 


exports according to fore Lgn trade statistics of countries concerned 








| 1 

Country 1936 Se er December 

; 44 1950 

Denmark 24 11 20. 2 
France j 6.0 } 
taly 10.6 27.4 11.4 
Netherlands 15.6 7.5 ) 7 
Sweden 15.9 é 13.2 
Great Britait 15.5 12.4 16.5 
Norway 12.0 6.7 12.9 
Turke 1.0 211.3 24 
Greece 6.4 229 %.8 


! Julv—November. 
2 July-October. 
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Attitude of Western Europe toward Germany 


The attitude of the people of Western Europe toward Germany is 
not clearly defined and represents a mixture of conflicting elements. 
It is easy to understand that Germany’s neighbors, who have been 
devastated by war launched by German aggression and have suffered 
German occupation and atrocities, find it difficult to forget and 
forgive. At the same time the leaders and probably a majority of the 
voters of the countries of Western E urope recognize and respect the 
contribution which Germany could make to strengthening the west 
and want to include Germany in an integrated Europe. 

This is primarily a logical and intellectual determination, however. 
Whenever specific proposals for bringing this about are put forward, 
deep-seated emotions and traditional attitudes come into play which 
make the necessary legislative action difficult. For example, four 
of the six important political parties in France trace their origins to the 
resistance movement of World War II. If the leaders of any of them 
support a proposal for arming Germany, they are at once charged with 
abandoning the basic principles on which the party was founded. 

A further difficulty is the apprehension on the part of the industrial 
nations of Europe concerning German competition. All of these 
countries had benefited from the absence of German competition 
during the first few years after the war. Germany in the last few 
years has gotten a big competitive advantage through having no de- 
fense establishment to support and through being the recipient of 
nearly $4 billion in United States aid. All fear the kind of German 
competition which was developed under Schacht in the Third Reich. 
All recognize the natural advantages and the skill and industry of 
labor which Germany possesses. As a consequence, while there is 
agreement in principle that German industry should be encouraged to 
attain maximum productivity, there is continuous resistance from 
industrial groups and other interests whenever specific actions to 


remove restrictions on German industry or to improve Germany’s 
international status are made. 


Integration as a solution of the German problem 


After considering and experimenting with various policies for keep- 
ing Germany weak or for supervising and restricting Germany’s 
affairs, the United States and the countries of Western Europe have 
reached the conclusion that the most effective means of preventin 
future German aggression is to bring Germany into an integrate 
European community. This policy was initiated by France. The 
Schuman plan for integrating the coal and steel industries of the 
principal producing nations on the Continent was developed by its 
French sponsors more as a step toward solving the problems of French- 
German relations than as an economic program. The plan for an 
integrated European army is a further advance in this direction. Both 
involve a surrender of sovereignty over certain segments of each 
nation’s affairs to an international authority with a council in con- 
tinuous session to deal with day-to-day issues and an international 
legislature meeting at intervals. 

Such an integration of Germany with France and its other western 
neighbors in the same organization would cause traditional enemies 
to work toward common objectives and provide a continuous and 


nian Cae me A 


se i Na i ere hee 


asin ae a 


eee 


iin snag sane an 


. 
| 
| 
) 
} 
| 
| 
| 
: 








isch net hee mt 





REPORT ON GERMANY 35 


peaceful means of adjusting differences. In addition, however, na- 
tional aggression would be prevented in a number of specific ways. 

Schuman plan.—The Schuman plan provides for the joining together 
of the coal and steel industries of six countries—France, Germany, 
Belgium, Holland, Luxemburg, and Italy—to be administered on an 
international basis. 

The executive function will be in the hands of a high authority, 
consisting of nine members elected by all the member governments 
acting together. This high authority is to act in the interests of all 
six nations, neither accepting nor seeking instructions from the 
governments of any of them. It will have the right to tax coal and 
steel producers, to direct the general policies of their production, to 
fine them when they disobey orders, and to borrow money to be lent 
to them. 

The legislative function will be performed by a Common Assembly 
and a Council of Ministers. The Common Assembly of 78 members 
will be elected either by universal suffrage or by the parliaments of 
the participating countries. The Council of Ministers will have six 
members, one representing each member country. 

There will be a Court of Justice to administer the judicial functions 
necessary under the new organization. 

The Object of the Schuman plan is to make one big market for the 
European coal and steel industries. This will be accomplished by 
eliminating all customs and other trade barriers which limit the 
movement of steel and coal across national boundaries. It is expected 
that ultimately steel and coal production will be concentrated in those 
areas which can produce most efficiently. 

European army.—The proposal for a European army was originated 
by M. Pleven, until recently the Premier of France. In the Eu- 
ropean army as now under consideration there would be no national 
armies or general staffs, except in those countries having overseas 
territories. Each participating country would provide troop units, 
approaching the army division in size (groupement), which would be 
combined with other national units at the corps level under inter- 
national command (Eisenhower). The sponsors of the European army 
believe that a common budget and common procurement are essential 
to its success. 

Except for military appropriations used to finance outside commit- 
ments (e. g., Indochina in the case of France), under a common budget 
each country would turn over its entire military appropriation to the 
international authority to be spent in accordance with an agreed 
defense plan. With the exceptions noted, there would be no way in 
which any nation could finance forces, weapons, or military research 
on a national basis without repudiating the treaty. 

The control of the European army would be in the hands of a 
European defense commission which would be a sort of international 
department of defense. It would report to a European council, 
made up of ministers of the member countries (France, Germany, 
Belgium, Netherlands, Luxemburg, and Italy), and to a European 
assembly with parliamentary functions and representing parliaments. 
There would also be a European court to interpret or adjudicate the 
treaty establishing the army. 
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The contemplated structure is similar and could conceivably be the 
same as that provided by the Schuman plan, thus forming the basis for 
a European political federation. 

The European army would serve under NATO alongside the national 
armies of England, the Scandinavian countries, and other members. 
The European army would represent the contribution to NATO 
of the participating nations and would constitute their sole contribu- 
tion to defense against aggression in Europe. It involves unprece- 
dented surrendering of national sovereignty but should go a long way 
to bringing about a new Europe capable of supporting and defending 
itself. 

The meeting of the NATO council at Lisbon, now scheduled’ for 
mid-February, will consider all of these matters. Major conflicts io 
views will have to be worked out. A really effective defense effort on 
the part of Germany depends on Germany’s acquiring a status which 
the leaders and the voters regard as satisfying their demand for 
equality. This new German status, however, cannot appear “too 
equal” to the French, or the European army may not be ratified in 
the French Parliament. The Benelux countries do not want to sur- 
render as much sovereignty as the plan acceptable to French, Italians, 
and Germans requires. ‘The Germans who have made the Saar and 
association or membership in NATO a precondition to German 
participation in a European army complicate the situation further. 
The United States must recognize that any compromise which does 
not result in an effective fighting force, or in a solution of the German 
problem, or does not advance the integration of Europe defeats itself. 
A failure to find solutions to these problems would make necessary a 
comprehensive reexamination of United States foreign policy. 
Progress of integration 

German participation in the European army and the Schuman plan 
is the climax of a long series of acts directed toward integrating 
Germany with Western Europe. The following enumeration of the 
steps which have already been taken to accomplish this purpose 
indicates that the policy of the Allies and the German Government 
has been directed toward this objective for a considerable period: 

Federal Republic member of OKEC (Organization for European 
Economic Cooperation.) 

Federal Republic joined Council of Europe, June 1950, as associate 
member; recently invited to become full member. 

Federal Republic equal partner in EPU (European Payments 
Union), July 1950. 

Fede ral Re public engaged in negotiations re contribution to western 
defense (technical talks at Petersberg; Pleven plan talks at Paris, 
current negotiations re contractual arrangements and defense con- 
tribution). 

Federal Government has signed Schuman plan (April 1951) for 
European coal and steel union. 

Federal Republic participating as member in various specialized 
international organizations (such as Food and Agricultural Organiza- 
tion of UN; World Health Organization; UNESCO). 

Federal Republic now has Foreign Ministry, full diplomatic rela- 
tions with certain friendly states, rapidly expanding consular service 
abroad. 
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Washington decisions, September 14, 1951, based on principle of 
integration of Federal Republic on basis of equality i in European and 
Atlantic community. 

The subcommittee believes that this approach to the problem of 
preventing future German aggression by integrating Germany with 
the other European nations is ‘the most promising proposal which has 
been made. Previous efforts and proposals for restricting, supervising, 
and controlling German participation and production have the defect 
of building up resentment in Germany and after the First World War 
created tension among the Allies with regard to the administration of 
such controls. This new approach, while it permits a strong and 
rearmed Germany, provides a means for drawing Germany and the 
other countries of Western Europe together so as to meet a common 
danger and offers the hope that when the danger is passed, their 
political and economic integration will be sufficie ntly advanced that 
national rivalries will no longer be a menace. 

A great advantage of the European integration approach is that the 
Germans are for it. Every German who appeared before the sub- 
committee—Government officials or private citizens, trade-unionists 
or industrialists, old or young, urban or rural—favored European 
integration. The present German Government is willing to rearm only 
if a national general staff and a national army can be avoided. The 
Germans are regarded by American officials in Europe as the strongest 
advocates of the European army since it provides a means for satis- 
fying their desire for equality and at the same time offers protection 
against the return of a military class to a dominant position in the 
nation. 


IV. GerMany AND UnNrrep Sratres SEcuRITY 


Importance of Germany in defense 


One of the most difficult decisions to be made by the United States 
at present is whether or not to count on an effective contribution to 
the defense program by the Federal Republic of Germany during the 
next year. While there is reason to raise questions on this point, 
there is no way in which we can leave Germany out of our defense 
plans unless they make it necessary. The coal and steel of the Ruhr, 
the skilled manpower, and the rivers, harbors, and airfields of Ger- 
many are of such strategic value that they cannot be ignored. If 
West Germany falls under Russian domination, the task of defending 
the west is substantially different than if its resources are made avail- 
able to the United States and our allies. 

Undoubtedly West Germany is potentially able to make an import- 
ant positive contribution to the defense effort. The German people 
have a long military tradition. They are accustomed to discipline 
and have demonstrated great aptitude for making war. German 
predominance in the metalworking, chemical, and electrical industries 
provides West Germany with the means for becoming a leading 
producer of equipment for the defense of an integrated Europe. 

The United States is confronted, therefore, with the fact that if 
Western Europe is to be defended, measures must be taken to prevent 
the resources of West Germany from falling into the hands of Russia. 
We must recognize also that if Germany makes a positive contribu- 
tion to the defense program, it would be a big help and might prove 
to be decisive. 
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Circumstances will not permit the German Federal Republic to 
remain neutral in resistance to Communist ession. In fact, 
neutrality means in this instance not only weakening our side but 
strengthening the other side. Furthermore, a neutral Germany would 
be a weaker Germany. The present government of the Federal 
Republic of Germany and many other leaders of German thought 
recognize these facts. Germany is exposed to military attack and to 
internal subversion. Furthermore, any decision that German indus- 
try and manpower should not be mobilized to resist Russian aggres- 
sion would mean handicapping France, the United Kingdom, and the 
other countries of Western Baca with an almost overwhelming 
armament burden, while allowing Germany to rebuild its industry, 
establish itself in world markets, and raise its standard of living at 
the expense of its neighbors. 


Problems of German rearmament 


Against the obvious advantages of having the German Federal 
Republic occupy a major position in the defense from Russian aggres- 
sion must be balanced the danger inherent in a rearmed Germany. 
The very factors which would make Germany a valuable ally could 
make it a potentially dangerous enemy. Germany has a long tradi- 
tion of using armed force in an effort to improve its status in the 
world. In addition, there appears to be a clear opportunity for a 
rearmed Germany to play Russia against the western nations to its 
own advantage in the future. 

There are a number of offsetting considerations, however. There 
is no question but that the German people hate and fear the Russians. 
The familiarity of all Germans with the Russian occupation of the 
eastern zone of Germany has kept alive and reemphasized the im- 
pression left by the Russians during the war. Further there is 
evidence of a reaction against old style militarism in Germany. The 
subcommittee found a number of indications supporting the state- 
ment of one of the best informed United States ofiicials that “‘the 
Germans really have a strong aversion to the military for the first 
time.’”’ This does not mean that in the future traditional militarism 
may not again come to the fore. 

The Germans recognize also that while a strong Germany might 
bargain with the Russians, under present conditions West Germany 
could expect no better treatment from Russia than the eastern zone 
receives so that there should be no enthusiasm for joining the Soviet 
side while a rearmament process is going on. 

The point is merely that the potential dangers from aggression by 
a rearmed Germany are counteracted at present to a greater or less 
degree by certain factors which tend to keep the Germans on our side. 

Perhaps the most important consideration is the fact that Germany 
is no longer the international public enemy No. 1. The United 
States and the rest of the free world face a real, imminent, and serious 
danger from Russia. The problem is to mobilize as quickly as possible 
all the strength that is available to withstand Russian aggression. 
The dangers inherent in allowing the rebuilding of German military 
power must be recognized, but the real issue is how Germany can 
contribute effectively with the least threat from these dangers, not 
whether Germany should be invited in or left out. 
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Although there can be little question but that Germany possesses 
the potential for a major contribution to defense against Russian 
aggression, the subcommittee concerned itself particularly with what 
the German Federal Republic might be willing and able to contribute 
immediately as well as in the future. 


Attitude of Germany toward defense 


The subcommittee gave particular attention to the question of the 
attitude and spirit of the people of Germany toward putting up a 
fight against Russia if Russia should move against the West. Ques- 
tions bearing on this issue were asked of United States officials, in- 
cluding General Eisenhower and Mr. McCloy, United States High 
Commissioner for Germany; of Chancellor Adenauer, head of the 
Government of the Federal Republic of Germany, and of numerous 
other Federal and local officials. In addition, this question was 
discussed with Dr. Schumacher, leader of the opposition to the 
Adenauer Government, with the leaders of the German trade-unions, 
with leaders of women’s groups, with business leaders and with 
Catholic and Protestant clergymen. This issue was explored not 
only in Frankfurt, Bonn, and Berlin, but also with officials and others 
at the state, county, and city levels. 

Although the question as to whether or not- the German people 
are willing to fight against the Russians cannot be answered with a 
simple yes or no, a number of clear and significant conclusions can be 
reached. 

First, a definite reaction against the old style militarism is mani- 
festing itself in Germany. This is particularly marked among the 
youth, the trade-unions and the officials of the present Government 
and the leaders of the political parties having major representation in 
the Bundestag. None of these groups appear to hold the traditional 
German attitude that military power is the key to Germany’s future. 
This attitude may be only temporary but it is currently important. 

There are a number of reasons for this change in outlook. Of great- 
est influence, undoubtedly, are the consequences of military defeat. 
Germany’s armies were overcome in battle, all of its major and most of 
its smaller cities were seriously damaged by bombing and it has 
endured the humiliation of over 6 years of military occupation. All 
this has led many Germans to consider that there might be a better 
means of national advancement than the use of military force against 
neighboring countries. 

hancellor Adenauer, Dr. Schumacher, and many of the officials of 
the Federal Government, of the various states as well as of the larger 
political parties, were not only anti-Hitler but also have liberal, anti- 
military antecedents. They fear a possible return of a dominating 
officer caste. They know that everything they have done and are 
doing would be destroyed and their positions and influence would dis- 
appear if a nationalistic and militaristic hierarchy came into power. 

The youth of Germany show a lack of enthusiasm for being militar- 
ized. Until just over a year ago, the attitude of the young people in 
West Germany apparently reflected to some extent the teaching of the 
occupation authorities and most of the German leaders that militarism 
was wrong. The present ills of Germany were attributed to the former 
militarism, and the youth were told that they should never again per- 
mit themselves to be led into war. 
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An articulate minority of Germans advocate ‘‘neutralism.”” They 
oppose German rearmament and believe that Germany can avoid 
taking sides in the cold war. One prominent member of this group 
is Pastor Martin Niemoiler, who recently visited Moscow as the guest 
of Russian church officials. There is some support for neutralism 
within church groups, but a strong movement is underway among 
the churches to counteract this doctrine and to make clear that it 
reflects the views of only a small minority. 

In addition to this neutralism among religious groups is a similar 
attitude on the part of youth expressed in the slogan “Ohne Mich” 
(without me). This represents a detachment from international re- 
sponsibility and a desire to avoid participating in future military 
action. ‘There was some evidence that the “Ohne Mich” sentiment 
is not as strong as it was a year ago. 

All these considerations indicate that for the present, at least, 
West Germany should not be regarded as anxiously endeavoring 
to rearm and looking toward a new war as the means of reestablishing 
its international prestige. On the other hand, it cannot be con- 
cluded that the people of West Germany are indifferent to the prospect 
of being taken over by Russia or are unwilling to defend themselves 
against a Russian invasion. 

Two major factors appear to delay the West Germans in making 
up their minds as to just how far they are willing to go in defending 
themselves against Russia. The first is the question of whether or 
not West Germany can be successfully defended. The German people 
apparently would join in a defense effort which provided for defense 
at the Elbe. The Allied Powers have assured Germany that “they 
will treat any attack against the Federal Republic or Berlin from any 
quarter as an attack upon themselves.” Without this assurance the 
Germans appear to regard defense as hopeless. Chancellor Adenauer 
stated to the subcommittee: ‘‘Without the United States, Europe is 
lost.”” German leaders urged that a reiteration of the guaranty by 
the Allies should be made by General Eisenhower and other top 
officials. The Germans apparently would not give their all-out 
support to a defense plan involving a withdrawal to the Rhine. 

The second factor is the use of German participation in defense for 
bargaining purposes. The recent announcements of the German 
Federal Government that admission to NATO is necessary if Germany 
is to participate in the European army and that the Bonn Parliament 
cannot begin the debate on German participation in defense as a 
consequence of the French action in changing the status of the French 
High Commissioner of the Saar to that of Ambassador, indicate the 
seriousness of the problem. 

The Adenauer Government has pledged itself to contribute to 
European defense although no specific issue has yet come to a vote in 
Parliament. The opposition is using every aspect of this commitment 
to unseat the Adenauer coalition. Dr. Schumacher told the sub- 
committee that he favored joining in the defense program if Germany 
was to be defended rather than overrun and if Germany was to have 
equality. Nevertheless, it appears that as each issue bearing on the 
defense program comes up, the full power of the Social Democratic 
Party, whic h Dr. Schumacher leads, is being thrown against the 
Government’s proposals. 
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This attitude manifests itself elsewhere in the political and economic 
structure. The leaders of the German Federation of Trade Unions 
told the subcommittee that they were making certain demands for 
concessions on Chancellor Adenauer as the price for not opposing his 
government on the defense issue. Affected business groups are trying 
to bargain their support for defense efforts against relaxation of the 
decartelization program. 

Undoubtedly a “go slow” attitude on the part of the people of 
West Germany hea been strengthened by the Russian proposal of 
last September that Germany should be unified which has been dis- 
cussed above. 

These considerations appear to justify the following conclusions 
as to the attitude of the people of the German Federal Republic 
toward defense: 

We see evidence in German thinking that an opportunity 
exists to lead them away from the old style subservience to the 
militarist class and the idea that Germany can only find its place 
in the world through military action. 

The people fear the Russians and have a normal desire to 
defend their homes against invasion. The consequences of a 
lost war, however, are so well understood and the morale of the 
people is sufficiently low that an all-out German defense effort 
can be counted on only if the people believe that an effective 
defense can be made without Germany being overrun. 

The German defense contribution cannot be effectively 
mobilized as long as the Germans feel that they can get conces- 
sions by bargaining. The answer probably will not be found 
by exhorting the German Government or the German people. 
It should be possible for the United States and its Allies to 
convince the Germans that further haggling will not produce 
concessions. It is clear that the American people will be very 
reluctant to continue assistance to Germany if the German 
Federal Republic fails to do its share in the defense of Western 
Europe. 

Internal political obstacles to be overcome 


The conditions outlined above indicate that the people of the 
Federal Republic of Germany do not yet know just how far they are 
ready to go in their participation in the defense effort. Even if 
public sentiment and government policy had fully crystalized on 
this issue, however, so that Chancellor Adenauer was ready to push 
ahead rapidly with full confidence that the voters were behind him, 
there would still remain a time-consuming political and legislative 
process to be gone through. 

This process involves primarily the completing of the so-called con- 
tractual arrangement. The Germans insist that they will come into 
the defense program only on the basis of equality. The United States 
and the Allies recognize the importance of having the Germans 
participate as partners. It would be impossible to place confidence in 
them on any other basis. General Eisenhower took this position a 
year ago when he reported to Congress that he favored an “eventual 
and earned equality” for Germany and that he wanted “no unwilling 
contingent.”’ 
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The negotiation of this agreement has already been underway for 
several months, but the end is not yet definitely in view. The United 
States, the British and the French are supposed to be in agreement as 
to the Allied position. There are a number of issues, however, con- 
cerning which the Allies and the Germans are still far apart. It is not 
the sort of problem that can be solved by putting pressure on Chan- 
cellor Adenauer. The purpose of the effort would not be attained 
unless the West German Parliament and the West. German people 
accept the agreement. If they do not freely enter into the agreement 
as to the future status of West Germany, they cannot be regarded as 
willing partners in the defense effort. 

As the negotiations with the Germans go forward, it is necessary for 
the United States to negotiate continuously with the British and 
French as to the Allied position on each issue as it arises. Further- 
more, it is necessary for the Allies to deal with the complex situation 
created for the German Federal Government by the strong and deter- 
mined opposition led by Dr. Schumacher, it being necessary at all 
times to establish conditions in the contractual arrangement con- 
sidered by the United States and the Allies essential to their security 
even though these may be opposed by the German opposition party. 

There apparently is some question as to whether it will require an 
amendment to the West German constitution (technically called the 
basic law) before military selective service can be inaugurated in the 
Federal Republic. The constitution does not specifically refer to this 
matter, but Dr. Schumacher appears to take the position that since 
conscription is not specifically authorized by the basic law, an amend- 
ment is necessary to permit the Federal Republic to take such action. 
This would require a two-thirds majority of the Parliament. The 
German Government has maintained, however, that conscription 
is not prohibited by the basic law and consequently no constitutional 
revision is necessary. 

In view of these unresolved issues and the work remaining to be 
done, the inevitable conclusion appears to be that a period of months 
must elapse before legislation can be enacted in West Germany 
which will permit the calling up of troops or the placing of orders for 
equipment for German military forces. 

Ability of Germany to support defense effort 

Budget.—Leaving out for the time being the consideration of the 
ability of the German economy to bear the cost of raising, equipping, 
and maintaining an army, the purely budgetary and fiscal problems 
involved are difficult. 

The plan for Germany’s assumption of her share in the defense effort 
has not yet developed to the point where a useful estimate of the cost 
of carrying out the defense functions which may be assigned to Ger- 
many can be made. An indication of the magnitude of the fiscal 
demands which the German Federal Republic is likely to be called on 
to bear can be derived by applying to Germany a percentage of gross 
national product to be devoted to defense comparable to what neigh- 
boring countries are required to contribute. 

The per capita gross national product of Germany is about $500 
per person; in the United Kingdom it is $760; in France, $590; in 
Italy, $290; in Turkey, $170; and in the United States $1,800. The 
United States is spending about 17 percent of its gross national prod- 
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uct for defense. The Germans are already paying occupation costs 
which in 1951 amounted to DM 6,650,000,000 ($1,580,000,000). The 
facilities and services provided by West Germany to Allied troops 
stationed in Germany can properly be included in its defense con- 
tribution. 

This cannot be accepted as the full amount which Germany should 
contribute to the defense of Europe. The German Federal Govern- 
ment has been asked to make a total defense contribution substantially 
higher than the present level of occupation costs. The matter is being 
negotiated. The NATO Committee, headed by Hon. Averell Harri- 
man, has recommended contributions by the other Western European 
countries which will impose comparable burdens on them. The total 
expenditures of the German Federal and Laender (State) Govern- 
ments at present are DM 27,362,000,000 ($6,514,000,000). Thus, the 
increase in expenditures for defense will probably result in substantial 
absolute and percentage increase in budget expenditures. 

It is not expected that much of this sum can be raised by redirecting 
governmental expenditures. The German Government already pro- 
vides the income to 20 percent of the German population, a large part 
of this going to refugees from Eastern Europe. In addition, the 
Federal Republic contributes DM700,000,000 per year to Berlin. 
There is dissatisfaction among the victims of Nazi persecution that 
their claims against Germany are being given little consideration by 
the Government. 

The conclusion appears to be inescapable that raising of the money 
necessary to finance the German contribution to the defense program 
will require the levying of new taxes and revision of government 
expenditures. The Adenauer coalition government is supported by 
only a small majority. It will probably involve a long and painful 
parliamentary struggle. 

The subcommittee regards the following summary prepared by the 
United States High Commissioner for Germany as accurate: 


GERMANY’s ABILITY TO CONTRIBUTE TO WESTERN DEFENSE 


1. Per capita gross national product.—In 1950, $500 per person, as against 
Turkey ($170), Italy ($290), France ($590), United Kingdom ($760), and the 
United States ($1,800). 

2. Defense expenditures by the United States are expected to total about 17 
percent of the United States gross national product in 1951-52. In Western 
Germany total occupation costs paid by the Germans amounted to 4.5 percent of 
gross national product in 1949-50 and to 4.9 percent in 1950-51. 

3. Industrial potential ——Federal Republic production rate exceeds 1936 by one- 
third and 1938 by 10 percent. However, other ERP countries exceed 1938 by 
an average of 50 percent, and the United States has more than doubled its prewar 
rate. 

4. Considerable unused industrial capacity exists for foundry products, electrical 
equipment, optical and precision instruments, communication equipment, loco- 
motives and freight cars, pharmaceutical and dyestuffs, ore smelting, clothing, 
shoes, and fertilizer. 

5. Unused steel capacity —About 1% million tons crude steel per year (total 
capacity 15 million tons). But increased steel production requires more coke 
which, in turn, depends on increased coal production. 

6. Coal principal industrial bottleneck at present. Output still considerably 
under 1938, and output per man-shift only two-thirds of prewar. Investments 
being made to increase mechanization of mines. Sizable miners housing program 
underway in Ruhr, necessary to cut turn-over and reduce absenteeism among 
miners. 
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7. Imported raw materials—Industry not yet seriously hampered, but raw 
material availabilities will be one of main limiting factors on production expansion 
over next few years. 


8. Increasing productivity.—In 1950 alone output per man-hour in industry 
rose 17 percent, almost reaching the 1936 level. Gains so far in 1951 have been 
slight but further increase likely. Both coal and steel lag well below prewar 
efficiency. ECA technical assistance projects are aiding. 

9. Labor reserves.—1.2 million registered unemployed as of end September 1951: 
additional million or more “‘hidden’’ unemployed—people who would enter the 
labor force given job opportunities and sufficient incentive. To use reserves 
fully, workers must be moved to industrial areas and housed. 

The extent to which United States assistance to Western Germany 
will be necessary if Germany makes an effective defense contribution 
will be dealt with below. 

It seems clear, however, that the Federal Republic of Germany is 
able to contribute substantially to European defense provided that the 
organizational, political, and legislative problems involved in the 
European army and the contractual arrangement can be solved. 


Action required to make German defense contribution available 


In determining what to do next about Germany, it should be 
recognized that much remains to be done before even the calling up 
of men for military service can begin and that a long time must 
inevitably pass before West Germany can make units available under 
a European force. The following steps must be taken—some are 
unfinished business and some have not vet been started: 

1. International agreements. The United States and the Allies 
have not yet agreed among themselves what they want West Ger- 
many to do in the defense program. The German Government has 
announced that it proposes to conscript from 300,000 to 400,000 men 
(ages 18-23). ‘This would be equivalent to 12 divisions. This pro- 
posal has not been submitted to the parliament and does not represent 
the final agreement among the participants in the European army as 
to what Germany will be called on to contribute. The precise military 
role to be fulfilled by Germany cannot be known before the conclusion 
of the Lisbon meeting of NATO scheduled for mid-February and will 
be part of the complete settlement of the European army negotiations, 
including the issues of the common budget and central procurement. 
The Germans are particip: iting in the European army discussions so 
that whenever an agreement is reached, it will have the concurrence 
of the German Government. The agreement will require legislative 
approval, however. 

The general agreement or ‘contractual arrangement,” defining the 
future status of the German Federal Republic, is still under negotiation 
with the occupying powers. It cannot be submitted to parliament, 
however, until the agreement as to Germany’s defense contribution is 
ready since they are conditional upon each other. 

Action by German Parliament.—The “contractual arrangement”’ 
must be accepted by the Parliament. 

The contribution of the Federal Republic of Germany to European 
defense must be ratified. 


Legislation to provide Selective Military Service of German troops 
must be enacted. 


Appropriation of the money agreed to as Germany’s defense con- 
tribution must be made. 
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New revenue measures must be enacted which will probably involve 
important revisions of the tax system. 

3. Organizational and administrative action.—Although the Fed- 
eral Republic has a ministry devoted to defense problems and a cer- 
tain amount of planning is being done, it is not possible to complete 
even the plans for defense until the European army has been agreed 
to. ‘There are no military cadres in existence in West Germany from 
which forces can be built. (This is in marked contrast to the situa- 
tion in the Soviet zone of Germany where the Bereitschaften, with a 
total strength of over 50,000, is by every standard military in fact and 
in purp ose. ) There is expected to be a serious shortage of trained 
officers since German and Allied officials alike are afraid to staff the 
new army by indiscriminately reinstating officers trained in the Nazi 
and Prussian traditions. There has been discussion in German official 
circles of accepting no officers older than 35 in the new defense forces 
in order to avoid a possibility of reestab lishing the old military caste. 
This raises a question as to Germany’s representatives in the higher 
echelons of the new European army. The subcommittee believes that 
the United States should insist that no appointments be made which 
would introduce the old Nazi, Prussian, and German General Staff 
influences which have been so harmful to the world. 

Contracts have to be let for the military equipment which can be 
procured in Germany. ‘This involves the determination of specifica- 
tions, the finding of sources and the setting up of a procurement 
organization and a determination of what relaxations will be made 
in the limitations of industry agreement. Whatever is allowed will 
probably require the reconversion of existing plants and perhaps the 
construction of new ones in view of the fact that the disarmament 
program of the Allies after the war sharply reduced the German 
armament production capacity. These things would involve a time 
lag depending on the nature of the item from something under a year 
to as much as 3 years. 

Controls to direct German production into defense uses will have 
to be put into operation. Legislation to provide such controls has 
been enacted, but nothing has been done to implement the legislation 
as yet since no military orders are being placed. 

Mobilization of German industry for European defense 

As indicated above it will probably be a year or longer before 
German military forces will be in a position to make substantial 
demands on the output of German industry. Germany with its coal, 
steel, chemical and electrical industries apparently could be a most 
important source of supply for a European army. The investigation 
of the subcommittee indicated that almost no defense orders have 
been or are being placed in Germany by other countries. Substantial 
quantities of oil-well pipe are being exported and priority has been 
given to its production. a: e British orders for machine tools have 
been placed. In general, German industrial production has been 
booming, but its output has gone to fill the vacuum created in other 
markets by the conversion of United States and other industries to 
defense, a situation which has resulted in serious prejudice to the export 
activities of the United States, Great Britain, and other great export- 
ing nations participating in the defense effort. 
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There are three principal reasons why German industry is not being 
used to help equip the armies of Western Europe. First, production 
of arms and armaments are prohibited. 

Second, the other nations of Europe, except for the United King- 
dom, have been really slow in getting under way on equipping their 
forces. Most never made really modern military end items and are 
just getting started on building and equipping plants. 

Third, in the absence of central procurement for the European de- 
fense forces, it is today practically impossible for any country to place 
a defense order outside its own borders. None has enough money to 
buy everything its forces need so that it usually can spend all the 
funds it has advantageously for things that can be produced at home. 
Furthermore, as long as procurement is on a national basis govern- 
ments find it extremely difficult to withstand local pressures to place 
all contracts at home. Even where no facilities for desired produc- 
tion exist, local industrialists take the position that they should be 
allowed to build the necessary plants so that the governments’ money 
can be spent at home. 

The United States is working on a so-called off-shore procurement 
program which would involve the purchasing of military equipment 
for dollars in one European country for use in another. This would 
fit into our economic assistance programs since the dollars help the 
recipient country just as much if they are paid for military end items 
as if they are given for some other purpose. It may be that Germany 
can be included in this program and that some of Germany’s industries 
may be converted to military production in the near future as a result. 
Otherwise, German industry will not be mobilized until European 
defense gets under way. 


V. Frnpines 
Democracy in Germany 


The task which the United States undertook when Germany was 
occupied at the termination of hostilities has not been completed. 
A democratic form of government has been established in West 
Germany. In spite of rather hopeful developments, democracy has 
not matured in many areas in German life, but it must be recognized 
that 6 years is a relatively short time to supplant the German authori- 
tarian tradition. Democracy in German life needs to be further cul- 
tivated and encouraged as it is not yet firmly rooted. American 
responsibility for a continuing share in this process must not be 
abandoned. Too many of the German people still believe that there 
was more good in nazism than bad. Too many ex-Nazis are still in 
important positions. A real danger is a spirit of apathy among the 
people as to what will be the political complexion of their country. 


Importance of Germany to defense 


Germany should not be left out in the planning of the defense of 
Western Europe. The resources of West Germany should not be 
permitted to fall to Russia. The added strength which Germany 
could give to the forces opposing Russian aggression when Germany 
is brought within the framework of the European defense community 
is important, and perhaps decisive. Their positive decision to support 
the free world would be proof that the Germans want to be free people. 
Their indecision would in the eyes of the free world aline them with 
the leaders of the Kremlin. 
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Integration of Europe 


Measures already under way for integrating the Federal Republic 
of Germany with Western Europe, including the Schuman plan, the 
European army, and the presently ‘proposed convention for preparing 
a constitution for European federation, provide the means for ad- 
mitting Germany into the European defense community. These 
measures will at the same time guard against future German military 
aggression and permit and encourage the development of the European 
political and economic federation as the ultimate objective. Europe 
must unite or perish. 


German defense contribution 


The readiness of the German people to join in European defense is 
directly related to the progress toward the integration of Europe, 
including a European army. This progress is the responsibility of 
the N ATO powers as well asof Germany. The leaders of the German 
Government are committed and ready to push ahead. The next step 
is to complete the necessary international negotiations; to be followed 
by the essential parliamentary action in Germany and other countries. 
The desire of the Germans for integration with the rest of Europe 
apparently arises from their belief that their national interests will 
be advanced by such action. But it is a unique moment in history in 
that the German desire for full sovereignty and the effort to bring 
security to the free world are directed toward the same objective. 
This is the time for action. Farsighted and decisive leadership 
in Europe is essential, or the opportunity to bring about the integra- 
tion of Europe will be lost. 

It will take from 1 to 3 years, depending on the items involved, 
before Germany can assume a significant share in the European 
defense community. Common procurement, without regard to na- 
tional boundaries, is essential to bring this about promptly and with 
the greatest security. 

Use of counterpart funds 

A substantial amount of ECA and MSA counterpart funds in 
Germany has been turned over to German banks to be loaned to 
industries for development purposes. As such loans are repaid, they 
are reloaned, but the United States no longer retains the further right 
to participate in the disposition of these funds. The subcommittee 
recommends that a comprehensive survey of United States policy 
toward the use of counterpart be undertaken to include consideration 
of an amendment to the Mutual Security Act to require continuous 
participation in determining the use of counterpart funds. 

The subcommittee recommends study of the possibility of more 
extensive use of counterpart funds to provide buildings for United 
States missions abroad and the housing of their staffs. 


United States policy in high commission 

United States policy should be directed toward the eventual and 
earned equality of Germany. At the same time it is essential that the 
Allies reserve the right to resume control in Germany if such action is 
necessary to prevent a nondemocratic government from coming into 
power. 
Public-affairs program 

Because the subcommittee did not have an opportunity to make an 
exhaustive study of the public-affairs program in Germany, the sub- 
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committee recommends that the Subcommittee on Information and 
Public Affairs of the Committee on Foreign Affairs make a compre- 
hensive study of the following subjects: The desirability of continuing 
the Welt-Im film at government expense, continuation of daily news- 
paper publication, subsidization of publication of American books and 
periodicals in the German language so as to permit their sale at prices 
within the range of low-income groups. 


Need for United States assistance 


The policy of the United States in giving foreign aid has been based 
on self-help and mutual cooperation. We believe that this policy 
needs now to develop into a policy of aid given on a step-by-step basis 
in relation to the progress made in the attainment of the economic, 
political and military objectives of the free world. 

German industry is not yet being drawn on for defense. German 
steel mills and manufacturing plants are to a great extent taking 
advantage of the availability of world markets not previously open to 
them because industries in the United States and other countries have 
been concentrated on defense production. This has created a mate- 
rial change in the world trade competitive situation. As long as this 
situation continues, Germany does not need appreciable United States 
assistance. 

Whenever a significant portion of the output of German industry is 
being channeled to defense rather than to export, Germany may 
require United States assistance. As the integration of Europe 
advances and the first steps of the Schuman plan, the European army, 
and the call for a constitutional convention are implemented, the need 
for United States aid should be materially reduced. The amount of 
dollars required in the next fiscal year should be adjusted to the ability 
of Germany to use such funds effectively in carrying out its obligations 
in the European community. To make money available, except in 
relation to essential political and organizational steps taken in Germany 
and in other countries, might have the effect of encouraging the post- 
ponement of necessary action. 

As rapidly as possible assistance should be made available on a 
regional and international (the European defense community, for 
ea: rather than on a national basis. An economically, politi- 

ally, and militarily stronger integrated organization of European 
st ates should soon have sufficient financial potential to justify supply- 
ing funds to it on a basis which would call for repayment as the benefits 
of integration are being realized. 

Bargain ing 


The subcommittee regrets bargaining by Germany and other nations 
to attain national interests or objectives. Such bargaining could lose 
the opportunity for a great advance for European defense and Euro- 
pean integration which could otherwise be achieved. The subcom- 
mittee, therefore, urges that the treaty establishing a European 
defense community be agreed upon now, that together with it the 
contractual arrangement with West Germany be agreed upon by the 
Allies. This will create a favorable atmosphere to bring a just solu- 
tion of other problems. The continuation of United States assistance 
to Germany and other nations should be related to the progress which 
is being made in ending the delays in the German defense contribution 
and German participation in the integration of Europe. 
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